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TUESDAY, APRIL 21, 1953 


Unirep States SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Wash ington, D. ¢ 
The subcommittee met at 11 a. m., pursuant to call, in room 212, 
Senate Office Building, Hon. Leverett Saltonstall (chairman of the 
subcommittee) presiding. 
Present: Senators Saltonstall, Maybank, Robertson, and Kilgore. 


INTRODUCTORY STATEMENT BY THE CHAIRMAN 


Senator SALTONSTALL. The subcommittee will come to order. The 
Chair understands that Senator Maybank who is the senior member 
on the other side of the aisle is on his way here. 

The Chair has a statement which he will read to open the inde- 
pendent offices hearings. 

We are starting today hearings upon appropriations for independent 
offices for the fiscal vear 1954. 

Last Friday, April 17, the House committee reported a bill desig- 
nated as the first independent offices appropriation bill for 1954, to 
provide funds for the Executive Office and for 22 of the independent 
agencies. Deferred until a second bill, which may not be reported by 
the House until some time in June, will be funds for the Atomic 
Energy Commission, Selective Service System, Tennessee Valley 
Authority, and Veterans’ Administration. 

The House report shows a total for original budget estimates 
of $1,172,444,190, on which they recommend appropriations of 
$451,020,493 for 1954, as compared to appropriations for 1953 of 
$993,536,843. The total for budget estimates mecludes $192,015,000 
estimated as an indefinite appropriation to pay interest to the civil- 
service retirement and disability fund, denied by the House, and also 
includes $6 million in a recent supplemental estimate for the buildings 
management fund of General Services Administration. 

The budget estimates have been revised by the present administra- 
tion, and our committee has been advised that the total revised 
estimates for the agencies in this first bul amount to $690,927,695 
The revision has not been completed as yet for the large money items 
in the four agencies deferred by the House committee to the second 
bill; the original estimates totaled $6,455,758,664 for those agencies 

We will also consider in this first bill administrative expense limi- 
tations for Government corporations under the Housing and Home 
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Finance Agency, estimated at $28,110,000 and recommended by the 
House committee at $17,959,840, as compared with $23,417,23: 
1953. 

So that we may have a table for easy reference, I will now place in 
the record a tabulation comparing the revised budget estimates with 
last year and with the original estimates, and showing the House 
allowance. I will also place in the record a second table comparing 
the personal services for these agencies. 

(The tables referred to follow: 


r . 
» [Ol 








irst independent offices appropriation bill, 1 











FIRS] 


INDEPENDENT 














x S =x«=« = 
S ~-S-—s - = 
" aS ot og = 
£ S=-—F = 
¥ 

x Now 

—- mse 

ag ° 

¥ 














OFFI 











100, OO) 


APPROPR 


t-woeé 
z 
= oe & & 
2 : 
~-SSn05 2 
=x © 








ATIONS, 





000 





000 





aid ve 
a“ 
~ = b 


1954 


= 








z 











1954 


S APPROPRIATIONS, 


NT OFFICE 


PENDE 


a 
a 
Zz 





4 





000 
OS% ITF 
100 “OE 


L6P ‘0ZO “1¢t 


000 ‘O¢2) 
000 ‘OZ 
GLE “162 “1 
000 ‘00% 
000 ‘C2z 
OOS ‘168 ‘Z 
O80 “SHE “¢ 
O08 ‘Z6I “¢ 
OOF “FZL C 
16 °L6 

000 “$h 

000 ‘002 ‘t 
000 “682 “2 
OSO ‘R86 7 
Oso 
000 °¢ 
OOS “AOL 

OOS “FL6 

YLT ‘OOF '6 
OLT ‘OSI ‘TI 
0Z0 “IIT 











000 “O08 ‘7 
000 'Sh6 ‘> 





fe 


OOO 000 OF 


1.10091 SB 2OUN 
“MOT[B aSNoO 









































O00 ‘OFT t 100 ‘ORD 
000 ‘OO 008 ‘OI4 t 
CHP ‘GIS ‘Rt SPI 609 ‘ZO V69 “126 ‘069 
000 000 “OSS 
000 “026 
000 *¢9 O00 “LZE “1 
000 ‘0S O00 “OSE 
000 “OF CO “es 000 “E2Z “T 
000 ‘SZ¢ 008 ‘ORS + 000 ‘000 “¢ 
000 004 026 “Fee 000 “009 *S 
000 ‘000 *T ot 000 “00 “LZ 
000 “OSL ‘7 L+t 000 “087 °Z1 
000 012 ‘T OOO "GSI + 
000 “¢ 000 “$t 
f+ O00 ‘OOZ “F 
000 “TOE “LZ 000 “LOP ‘6 OOO “GEZ “L 
000 "OER CG 006 “ETP F+ 000 “000 “ES 
O00 “TAL “ET (OO1 ‘LPS ‘I 000 ‘BEF FO 
000 'S 
008 ‘OS O08 BOL 
008 ‘c WS FL 
OOO SEL 008 t O00 C99 *6 
000 “108 00s t 00 BFE “LI 
009 000 ‘OFT 
000 { 
000 67 000 ‘OOL 
i$ Ovo I+ 000 ‘009 “6 
N00 “000 Ft 
vuv 000 ‘Z1$+ 000 “000 ‘oz$ 
OBUITISe uoy} Bad pastaay 
[BULSLIO FORT 1dde ge6t . 
UIT 8}eUITIse i 
PesTAI POST JO UOSTIRduIO.) 
penuruoy 










































CL! 000 £ 
000 ORL WO “SZ 
OO O00 Ff (Hie GNI FT 
O6L PhP ZLI ‘ 
000 “006 OS? "PS6) 9 
UOOD VU. O00 006 
000 Z6E *T CLE 162 ‘I 
000 ‘OOF COE ‘162 
000 “SLE *T OSO ‘SZ ‘TI 
OOO "GZE *$ OOS ‘6IF Z 
000 “000 “9 O80 ‘CH “¢ 
000 “00S ‘8 O08 “LOP “¢ 
000 ‘000 “CT 000 ‘OSL *t 
OOO "SZF “I 000 "99 
O00 “St OOO “CF 
O00 "007 “F 000 ‘000 ‘T 
000 ‘009 “FI 000 UOL “SI 
O00 DES "SS OOT “ORE “RE 
100 ‘OL9 ‘LZ OOT ‘ORZ “a9) 
000 000 
000 ‘ORL OOS *€ 
000 ‘O10 ‘I OOS PL6 
000 ‘00% ‘OI OOS 61E 6 
000 ‘OST ‘ZT OOS “£00 “T1) 
000 “OFT OOF “16 
000 “000 ‘¢ 
OOO OOL GE 00D “ORS ‘Ff 
OOD Uf O00 OOD OR 
000 ‘O00 ‘t 
000 ‘000 ‘0z$ 000 “000 ‘S$ 


[PULSIIO 


nol eid 


O1UGB FOG] 


OB] 1129 uoiuniidosddn saoufo juapu 


parog YUBY UROT]T oMOR 
witiso0id uBol Julsnoy 


OLEN [B13] 








10K 















UOTSSTUTUIOD) SUTTRTC) IBAA 

SPIEIS PeyUg Jo NOD xuy 

UOISSTUIMIOD PR] 

pP4Bvog [O.4VU0D seTTANoy sATSJOAGNS 
HV Jo Aloq[epH [euCTIBN 

U6 SOLJETES “UOTININIsSUyT UeyUOSYyITUIg 

TISSITUIMIOY SUBLPXY pur SeTILINIeS 

pavog uc NETOSIUeY 

HONVpUNog susp, [RUOTIBN 

















Wor) SUTUULT [eIIdeO }eUOTIEN 
any 1ISNOH [yd g euonen 
(NB JBI} HOO jo UOTWepINbY] 






jusmIdInbe pus uoronasuc oO 
dxa pue sett [es 
SYNNBUOIVV 10) 002); UIMIOD AAOS|ApPYy [BUuCTIBN 
UIS6 JOATY ORUIOJ0g UO UOTSssIUrIUK O 9169840) UT 
UOT Wedsuy BATIONIOIO’T 
Aja}¥s peospyey 
sesuedxe [Buouer) 
UOYSST UTMOST) G19 UTHICKD) 048jS4907 UT 
UOTSS]TUIUIOS) SUITE) UeTpUT 
SUTSNOY asUas—OC 
TNQI147 000 [enuuy 
SASUGAXO OATIL.NSTO UIpy 
1 PV 4ujsnoy o1qng 
SUTISNOY BYSETY 
S}UBIS [eYdED 
}usumIdoT pel uBqIN pire souPI 99 UNS 
pen u}ju0y—Aouesy sousul gy suo puv Zulsnoy 


Sast 




















adap 2 SLL 








FIRST INDSPENDENT OFFICES APPROPRIATION 





OFS ‘696 “LI 





000 ‘E16 8 000 ‘00L ‘T 000 ‘006 “£1 


oes “ShO ¢ 
O00 ‘CCt 




































ppt uy 
WppB OOO'OSZS { poyueuetd 
Ae penuly 09 [T1q seTNB0Y 
1s puoses UT ONO OY 

























s}yeuesq § 
Sold 










[e 
eu pus Aleit W 
m3 uysn{pBRey 
re WOT BS x1 UID 
1 ‘OATP BIST UTE Ip 






































ga0t Ade TWOP 
ystulupy ,SuBiesieA 
000 "SS y £qy10yIn y BA OSS 
000 ‘OOF Ft 000 ‘ZLL UIE SAG TAI 94 
000 ‘000 <jysoy int y jo uoMepmMbriy] 
000 ‘TL t 000 “T¥S udinbe pus IU] d 
I oos ‘O80 él sesuodxo Zurje1vdoO 
000 “68L 1) | (00g ‘1z9° y) uorsstwmu0g ADO ayUI0F ¥ 
joA Se 1A0H) 
UaLV agungdad 
(00 ‘OLT “8% | suol erty asuedxe QATIBAystUyU pV *TBIOL 
000 ‘009 “ST yorRuysturTuip Vy SujsnoH aqnd 
000 ‘006 *S yoreiistutuIpy susnoH peeped 
0G0 ‘Sct yorjws0d10Q souBINsUy Ut [ pure sdupAvs [Bs pod 








4 


5 


19 


5 


ENDENT OFFICES APPROPRIATION 


INDEP 


ST 


> 
\ 


FI 































( 00 ‘PPI 100 
09% “Ez ae £Z Pct 
068 ‘ZO fis ‘ 

( y est 

L@ CEI On 
( 2 00 “Eke ‘z1] ¢2 

OO! OA + 
OOO “Te 0 “Te ( 
sh PZ si PZ 69 
) } Zst OOS 
PCO ‘t 00 “OLP 'F 000 

iF OL t GNU SZE f ost 
U6 PLE “t GP lO 
OL ‘Ges OOF ‘O8z OBL 
i “HP Ff hot GZ 
( ‘ Z 0S i 
O00 “TRO ‘7 ( cE Z ( 
OOS L6t fbi‘ t 
WZ “IRF Ob6 } I 
if OS “AZ LOO O08 “6Z 000 
OS t ‘uf 6 1 COs 
100 “OER “s ( st) 4 
"| rt ‘Cy , f Ze 
00@ ( HET ‘S ZHE 
s 62 s AZ 62 
OR “ETO © &fO s 
O08 ‘ZeK 00 ‘BAS G06 
Sut BU t ; “WH 
O00 *¢ . ‘ 02 ¢ £tO 


































































S BBS SL 
6E° "F GES O6t 
ct ¢ bSE 'S £ 
60L OL *C 602 
LI¢ ‘9 LI ’ f1¢ 
9 Lot ZAR 
or] Oe¢ JUF oUt 
t | lf t hy *t SPS 
] tit ot HbY 
t t ou 
t} ct b NZ 
} Lee '9 | POP ‘9 
i GPS 't t RSE 
t 06Z °¢ G 
{ CEE 't t 
f bO f : Ye0 
2 RLS : 687 
686 ‘§ '} 
69 692 ‘F I8Z ‘t 
62. t SON f 
OSL ' t6l ¢ 
¢ 129 “¢ 
) OP ‘t bit 
LOF “F [OF 
ROR “S SOR “$ 
006 “9 
£ 9 006 “9 
¢ wo “sg 
$ cs Zz “es 
I ISTADI [BUISLIO £C¢ 


PC6I 


PGE 





Sepeis gr) 


BWIA y 


AJv] BS 


$61 “N24 uorpy 








idouddp 


































u cj ‘ ¢ 
Q Q 9 : : 
FZ — = 
i £01 e0l 
on) tZI bZI 
. PIL‘ | 006 ‘I 
LI = ZI 
180 ‘Z MG e | cid Z 
826 ’ 4 all 
Ol : 
621 os 
HONS , —s 
ogg 069 SLL 
C68 +¢ 
818 OT 
126 SEO ‘I 
i a 
6bt = 
604 = 
= OFI 
SLi ‘9 
199 
9¢9 6¢2 
901 ‘TI OSPF I 
£6L ‘§ £bS *t 
#8 es 
zak 46 
IZ 0 Cf 
COF l9F 
ll Gl 
xz Cz 
sol 3140 eon POSTAdd " 
. 9061 C61 
, Soodoidure |]t st Sod 41 
J UNU OSBIVA y ; 3 






8a9YJo Juapuad pul 3Yy) U2 § 























D1 


dd 





]DUOs i 

















r 
CISSTULUIOY) JBMOG [Raape 








Veg 
1 JO} 





SUB @ATy 
WWO wsney 04 IM 
4 OY) JO BOIYO eatNoex: 








Tyeo1un W009 [Vuepe , 





C| 








Ue 


APPROPRIATIONS, 


OFT 


NJ 


INDEPEND 


FIRST 


100 





ZRO 









































POF 






























[]iq 4978] OF Pattoyo} 
yey ALB p pue [®) 
) 
qt ypeur * 
LOTPRAYSTL 
A} yA 
{@ WILAIS 
“lc 101 109 





saqyeig pay 












Q Sarial 
CA9[[B_) [BU 


Wy 





pivog | 
uoTVepUNoy sour 























Ss FIRST INDEPENDENT OFFICES APPROPRIATIONS, 1954 


Senator SALTONSTALL. It is my intention to continue these hearings 
on this first bill and complete them as rapidly as possible. Unless 
some member of the committee objects, 1 propose that as to each 
agency there is first placed in the record a summary of the appro- 
priations requested. I shall then ask to have any prepared statement 
placed in the record and a summarization thereof given in the words 
of the persons who testify on the basis of the revised estimates as to 
the need for the funds requested and the reason why any increase 
should be authorized over the appropriations for 1953. At the 
conclusion of the hearing for each agency, I shall then ask to have 
placed in the record any amendme nts requested to the House bill as 
reported, with the reasons therefor, followed by any oral presentation 
that may be required. 

We will put in as each agency comes along a summary of the 
appropriation requested, and any prepared statement. We will then 
ask the witness to say anything that he may wish to say concerning 
his prepared statement and to be pre pared to answer any questions, 
and if anv increase over the appropriations for 1953 is asked for, we 
want an explanation as to that. If amendment to the House bill as 
reported is asked for, we want the amount of the amendment and any 
presentation that is made to justify that increased amount. 

Now, on that basis, we will start the hearings with the Director of 
the Budget, Mr. Dodge. 


BUREAU OF THE BUDGET 
STATEMENT OF JOSEPH M. DODGE, DIRECTOR 
REVISED ESTIMATE 


Senator SALTONSTALL. Mr. Dodge, have you first any brief state- 
ment to make as to how these revised estimates by the Bureau of the 
Budget were prepared? 

Mr. Dopce. We approached that in two ways. First, we asked 
each agency to make a review and revision of its own budget. While 
that was being done, the staff of the Budget Bureau ‘prepared a 
schedule of reductions that they thought might be possible, and these 
schedules were deliberately extreme. That is, we set up what we 
called a list of all the possibilities of reductions that we could see. 
After that was done and the ayencies had prepared their own revisions, 
the staffs were brought together and the differences between their 
results and our results were reconciled insofar as possible, with the 
realization that on our side we had gone as far as we could and on their 
side thay had gone as far as they thought they could. Between those 
two marks, we determined the figures that the agencies have presented 
to the Appropriations Committee of the House. 

Senator SALTONSTALL. You took into account in that, not only the 
agency’s revised figures based on the Truman budget, but also the 
actual expenditures for 1953? 

Mr. Dopaer. That is*correct. 
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ALLOTMENT SYSTEM 


Senator SALTONSTALL. Now, may I ask you, as Director of the 
Budget, if you, in considering these revised figures which are a sub- 
stantial cut below what the various agencies have been spending in 
the past few years in most instances, have you considered any allot- 
ment system or any system by which you can tell whether an agency 
is running ahead on an annual basis? 

Mr. Dover. That is maintained currently for all of the agencies. 
We have an apportionment system, as provided by law, to control 
obligations incurred. We also keep up a regular review of cash ex- 
penditures during each year. 

Senator SALTONSTALL. And it is maintained by the Bureau of the 
Budget? 

Mr. Dopeer. By the Bureau of the Budget, to determine if their 
rate of obligations and expenditures is in keeping with the revisions 
that are made or the authorizations that have been given. 

Senator MayBank. Mr. Chairman, | want to say that I am sorry 
I was late. As you know, we have Agriculture appropriations going 
on. 

Senator SALTONSTALL. I appreciate your being here, and I know 
how itis. I would say, Senator Maybank, that I read that statement, 
and I started the hearing with the first witness being the Director of 
the Budget who is answering general questions. 

So that, while there is no law, Mr. Dodge, that requires it, as a 
question of administration, good administration, you are attempting 
to carry out a scheme by which you can keep track on a monthly 
basis, did you say, of the expenditures? 

Mr. DopcGe. An apportionment system is provided by law. 


COOPERATION WITH GAO 


Senator SALTONSTALL. I would like to ask you another general 
question. Do you believe that in the governmental setup, budgetary 
and accounting, that changes could be made in the overall procedure 
that can place in one agency directly under the Executive both budget- 
ing, fiscal control, and general inspection, preauditing and auditing 
of all accounts, rather than the divided responsibility that now exists 
between the Bureau of the Budget and the General Accounting 
Office? In other words, is there some way by which we can get all 
this budgeting system and the accounting system and the checkup 
system in one office? 

Mr. Dopee. I have not considered the particular advisability of 
that. I suppose you know that the Budget Bureau and the General 
Accounting Office work very closely together and, while we are an 
agency that works on the preliminary figures, they do the postaudit 
The information they develop is very useful to us as well as to the 
agencies and to the Congress, and there is a close mutual relationship 
between the two organizations. 

Senator MayBank. May I add something else? 

Senator SALTONSTALL. Senator Maybank. 

Senator MaysBank. I am delighted to hear Mr. Dodge say that 
they are working closely together. Of course, Mr. Dodge is the 
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administration representative, and Mr. Warren is the representative 
of Congress, and I would like to say in behalf of Mr. Warren that we 
have received all the cooperation possible from him, and I am certainly 
glad to hear Mr. Dodge say likewise, but I think we ought to keep 
the executive and the legislative together as closely as possible. 

I know that I would not want and you wouldn’t want the legislative 
branch to be anything but representatives of the Congress. 


COOPERATION WITH TREASURY DEPARTMENT 


Senator SatronstaLLt. Mr. Dodge, how do you plan to tie in, as 
soon as you can get a little time to work it out, with the Treasury 
daily accounting? That is another item. 

Mr. Donaes. Yes, we have already set up with Mr. Humphrey a 
better liaison on that subject than has existed in the past. We intend 
steadily to improve it. 

Senator SatTronsTaLu. In other words, you are trying to tie in 
with what Senator Maybank so wisely pointed out, the congressional 
accounting group and the Treasury which issues the statements to 
the public? 

Mr. Dopes. That is right. 

Senator SaALronsTaLL. And by which the public are guided as to 
what we are doing? 

Mr. DopGcr. We are all working on the same problem and we 
think we should be traveling on the same train. 

Senator Maysank. After all, the General Accounting Office is the 
office of the Congress. That is why we get our information. 

Senator Ropertson. Directly accountable to the Congress. 

Senator SALTONSTALL. Do you think that any legislation will be 
necessary to accomplish this greater coordination that you are talking 
about? 

Mr. Dover. I believe not. 

Senator SALTONSTALL. It is purely a question of administration? 

Mr. Dover. I think so. 


REVIEW OF 1953 BUDGET 


Senator SALTONSTALL. May I ask one other general question. All 
of us who are here have been on the Appropriations Committee for 
some years. Senators Kilgore, Robertson, Maybank, and myself 
are present at the moment. One of the problems that we have had 
difficulty with is that nearly three-quarters of the fiscal year of 1953 
is over, and yet, unless we ask for them every time, we do not get 
expenditures for the first three-quarters of the fiscal year when the 
presentation of the 1954 budget is made. In connection with that, 
the budget figures, of course, are made out 6 or 8 months ahead of the 
time that they are presented, so that Congress, when it comes to boil 
it down, has an appropriation and comparisons are made, and the 
difficulty is to get an expenditure figure, and, of course the new 
requests for appropriations are calculated 6 to 8 months ahead or 
even more in the Defense Department of the time they are offered. 
Have you a comment on that? 
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BUDGETARY PROCES: 


Mr. Dopae. The budgetary process begins around the end of 
April when the Budget Bureau sends to the agencies a general lette1 
to announce the policy to be followed. From there on, the budgeting 
job is first carried on by the particular agency itself, and then moves 
to the phase in which the Budget Bureau and agency combine in 
discussing the program and its implications. The process ends with 
the budget reviews which begin in October or November and result 
in the budget that is printed in December, received by the Congress 
in January, and goes into effect the following July. 

The process of relating these dollar amounts which are programe d 


for months ahead with current obligations and expenditures is not 


an easy one. More can be done than has been done on that. ,@y 


SUPPLEMENTARY REQUESTS 


Senator SALTONSTALL. We run into it because immediately afte 
the orig mal budget IS ovel and peiore e recess 1n July or August, 
we quite often get supplementary requests, and those supplementary 


requests are based on the changit of conditions 

Mr. Dopcr. That is right. 

Senator SALTONSTALL. Conditions that have arisen from the time 
of the original presentation, and it upsets he pictul You get one 


picture, and immediately that picture is changed 


Mr. Doper. That is richt 


Senator SALTONSTALL. If vou could brine those two things a littl 
closer together, it would help, would it no 


Mr. Dopeer. It would be logical to consider any supplemental 
requests in relation to the original ippropriations and the spending 
that had gone on under those appropriations 

Senator Maysank. That is not what is done 

Senator Kitcore. There is one other point there that I thin 
should be called to Mr. Dodge’s attention 

Senator SALTONSTALL. Senator Kilgore 


Senator Kiricore. After the House has acted and the bill comes 
over to us, we frequently get supplemental! requests, not for a suppl 
mental budget but for additions to the budget which makes the 
Senate Appropriations Committee a sort of court of appeals. Is 
there some way of getting that all in the first package so that they 
do not put it up to us to take care of these ppc als? It is all right 


to look over appeals where the House has cut something off thi 
recommendation of the budget; but then, when on top of that we 
get another budget approval on a different item in the same bill 
what plan do you have on that? 

Mr. Dopar. Outside of requests for supplemental appropriations, 
which may be required by extraordinary circumstances, there should 
be no requests for additional amounts. 


POST OFFICE DEPARTMENT DEFICIT 


Senator MayBank. That is the truth, but you take the Post Office 
Department; they always come in with a deficit. I would not want to 
guess how much, but it is millions and millions of dollars 
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Senator Rosertson. In excess of $500 million. 

Senator MayBanx. Nearly $700 million last year. 

Senator KitGore. It does present rather an unfair picture to the 
public and to the people of the country as a whole when we get to a 
budget here and it gets to the House and the House says, ‘‘Look what 
we did to this,’ and then it comes over here and we get a group of 
supplementary additions added on after it gets over here and we have 
to go to conference and try to convince the House. It seems that we 
ought to take every step to try to get rid of the supplementals and try 
to be realistic in the original budget. 


EFFORTS TO AVOID SUPPLEMENTAL APPROPRIATION 


Mr. Dopas. I agree with you 100 percent, and I have spent con- 
siderable time avoiding supplemental budgets. Where requests have 
come up, we have tried to work out other ways so that it would not be 
necessary to present them. Sometimes supplementals are unavoid- 
able; but, generally speaking, the amounts necessary should be in- 
cluded in the original budget and supplementals should not be neces- 
sary, barring unusual circumstances. 

Senator MayBank. Mr. Dodge, if I may say so in my respect 
for you and for future Budget Directors, suppose the Congress passes 
a pay bill? That changes every budget we have. 

Mr. Dopasr. That happened during fiscal year 1952. In such 
cases, changes are unavoidable. 


FURTHER DISCUSSION OF POST-OFFICE DEFICIT 


Senator Rosperrson. Since the deficit of the Post Office Depart- 
ment has been mentioned—and, of course, it is in a startling figure 
I think the only fair thing to do for the former Postmaster General 
is for this record to show that since June 1945 the Congress increased 
the pay of postal employees by more than $1 billion, and all the sup- 
plies he had to buy, alf the equipment he had to buy, and even the 
cost of hauling the mail by railroad and otherwise, has increased 
during that period, whereas his biggest single money producer—the 
first-class mail, the 3-cent stamp—is the same thing as it was years 
ago. 

Mr. Donen. Correct. 


ADMINISTRATION CHANGES 


Senator SatronstTaLu. Mr. Dodge, just one more general ques- 
tion: The Federal Government is on a cash basis. There is at the 
present time, as we pointed out, and so far as I know, no allotment 
system that is open to the public or even to Members of the Con- 
gress unless they specifically ask for it. Have you in mind any 
administrative changes in connection with that, or any legislative 
suggestions that you may make to bring the bookkeeping of the 
Federal Government a littlke more up to date? 
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IMPROVEMENT IN BOOKKEEPING STANDARDS 


Mr. Dopce. We have a project on with the General Accounting 
Office and the Treasury Department on that particular subject, a 
cooperative effort to improve the standards of accounting throughout 
the entire Government. On the specific item that you mentioned, 
I am frank to say that | have been so involved in what are comiaonly 
known as budget revisions for the last few months that I have not 
gone into that. 

Senator SALTronsTALL. But you have that general subject in mind? 

Mr. Dopae. Yes, sir. 

Senator Roperrson. One of the biggest elements in bookkeeping is 
how to enter $3 billion in earmarked funds such as investments in 
postal savings, and so forth. I have seen in the press that the Gov- 
ernment or the administration may consider a new system of book- 
keeping to show those funds as current revenue instead of earmarked 
funds for which an equivalent amount of Government bonds must be 
issued as soon as the money is received. Do you have in mind that 
kind of bookkeeping change to show that, even though $3 billion has 
been invested in bonds, simply because we do not have to borrow 
that much from commercial banks, we will have a balanced budget if 
we add that to the other general receipts? 


BALANCED BUDGET 


Mr. Doper. Well, of course, usually when you approach the budget 
you do it in two terms. One is in terms of “budgetary” receipts 
against expenditures, and the other is consolidated cash receipts 
against expenditures, and then the budget is referred to as being 
balanced on a consolidated cash basis or balanced on a conventional 
budgetary basis. The main difference between the two are the 
trust funds, which are largely invested in Government securities 
The budgetary accounting relates only to funds which are owned 
by the Government, but additional computations frequently are 
shown to the public and Congress in terms of the total cash situation 
which consolidates budgetary items with funds held in trust 

Senator Rosnertrson. Would it not be misleading to the general 
public if we say we have a balanced budget if $3 billion of the receipts 
used to make that public entry had already been invested in Govern- 
ment bonds and the public debt has been increased by that amount? 
Is that your idea of a balanced budget? 

Mr. Dopage. No, a balanced budget is a balance of budgetary 
receipts and disbursements. 

Senator Ronertrson. That does not involve an increase in thi 
national debt. 

Mr. Dover. However, from the standpoint of whether or not the 
Government has drawn an amount out of the economy in dollars 
which matches its own plus its trust expenditures, you can use thi 
cash figures to establish. 

Senator Ronertson. I do not object to you using the cash figures 
to discuss the inflationary effect of spending, but | would seriously 
object to you using it to get a new definition of a balanced budget 

Taking the old definition of a balanced budget, and that was that 
you did not spend more than you collected which was available to be 
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spent as Congress saw fit, how much do you think we will have to cut 
defense and military spending for ourselves and our allies to get the 
kind of balanced budget that I am now talking about? 

Mr. Donar. Well, that is under consideration now by the National 
Security Council, and it would not be appropriate for me to mention 
it today. 

Senator Ronertson. How much we would have to cut it? 

Mr. Dopar. Yes. 

Senator Ronertrson. I thought that they were merely going to 
recommend what is safe to be cut, but that you would be at liberty to 
tell us how many dollars would have to be cut in the light of what vou 
were planning to cut other things to balance the budget on a bona fide 
balanced basis. 

Mr. Dopgr. Presentation to the Appropriations Committees of 
revised appropriation requests for all the departments and agencies, 
other than those in the defense area, has not been completed; so the 
difference is not yet determined. You have the overall figure pub- 
lished in the Truman budget for 1954 which indicates the lack of 
balance on a budgetary basis. Under that budget, vou have to offset 
an indicated deficit of $9.9 billion. So that is the range into which 
you have to move to get an absolute budgetary balance. There is a 
difference of $6.6 billion estimated to reach a consolidated cash balance. 

Senator Ropertson. Well, in your prepared statement, you re- 
ferred to the estimate that you gave for independent offices exclusive 
of several of the biggest ones including the Veterans’ Administration, 
and you mentioned how much the House cut that. 

Mr. Doper. lam sorry. That was not my statement. That was 
Senator Saltonstall’s statement. 

Senator Roperrson. I beg your pardon. I understood that you 
had read that statement. 

Senator MayBank. Senator Saltonstall put that in the record. 


INDEPENDENT OFFICES’ BUDGET 


Senator Ropertrson. I beg your pardon. Would you mind com- 
menting on whether or not Congress either this year or some other 
will have to restore a good part of what was cut from the budget that 
you submitted for independent offices? 

Mr. Dover. Well, the budgets that we submitted for independent 
offices through the agency heads who have appeared before the 
House Appropriations Committee varied somewhat from the figures 
finally established by the House Appropriations Committee, and what 
the subsequent action of Congress will be on those changes, I do not 
know. 

PUBLIC HOUSING 


Senator Maysank. They have not even voted in the House yet. 
I certainly intend to put back the 35,000 housing units you recom- 
mended, if I ean get the C og an to assist me. 

Senator Rospertson. That is a question of congressional policy, 
whether we want public hows or not. 

Senator MAaYBANK. It is a policy of local state rights which the 
Senator from Virginia believes in. You do not have public housing 
unless the city wants it. You have to ask for it. Am I wrong? 
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Senator Ropertson. I do not like to say categorically whethe 
you are wrong or not I did not vote for public housing when it 
started. JIamsure that it has done good work 


PENSION FUNDS 


What I want to know is about these pension funds, where they are 
running in the red and we promised to pay the pensions. The systen 
is not actuarially sound, and Bob Ramspeck told our committe: 
last vear about, | do not know how many billions of dollars, that the 
liability was accumulating, and as increased numbers of employees 
reached retirement period quite a drain would be put on the Public 
Treasury. 

Senator Maynank. Will the Senator yield? I want to say that 
Bob Ramspeck testified last vear that the deficit at that time was 
between $4.5 billion and $5 billion 

Senator Rosertrson. That was my recollection. I know that 
it was a tremendous amount, and he recommended then that w 
have a complete study made. I made the suggestion to our com 
mittee that we sponsor a study of not only that but likewise of th 
Railroad Retirement Fund which is not on an actuarially sound bas 

The liabilities are accumulating, but we have promised pensions 
to those railroad men, and I am sure that Congress has to put it 

Could you give a recommendation as to whether it would be a good 
idea for us to ignore your requests for contribution to that fund at 
this time and, if we do, will we have to put it up later? 

Mr. Dopvar. We recommended the amounts that were cut out 
by the House Appropriations Committee. Thi stated their reasons 
for eliminating that request. 

Senator Roserrson. Did you recommend it because you figure: 
that we would have to pay it sooner or later? 

Mr. Dopae. Well, on a pension fund you do have to pay it soone! 
or later. Itisa question of whether you accumulated it in some kind 
of annual installments or wait to pay it onlv on a-pay-as-you-must 
basis. 


SHIP SUBSIDIES 


Senator SALTONSTALL. Of course, the same is true, Mr. Dodge, on 
another account we had in the Treasury Department on the operat 
subsidies of ships, where Secretary Weeks increased the amount of thu 
Truman budget to pay the debt. May I ask one general question 
Much of the expenditure in 1954 is for money obligated in 1953 an 
prior years and not yet spent? 

Mr. Donee. Right 

Senator SaLronsTaLuL. Has your office in conjunction with the Na 
tional Security Council done any work in seeing what can be eliminated 
on those obligated funds? 

Mr. Donae. Yes, that is being worked on. 

Senator SALTONSTALL. But you are not ready to discuss that? 

Mr. Donae. No, sir. 

Senator Ropertson. Mr. Dodge, 1 hope you will not infer from any 
of the questions I have asked that I do not have great confidence in 
you or that I expect you in a few months on a budget of $70 billion 
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to unscrew the inscrutable. I know that you are going to do the best 
you can. 

Senator Kincore. I have a question. 

Senator SALTONSTALL. Senator Kilgore. 


DIVISION OF FUNDS 


Senator Kinecore. Mr. Dodge, there has grown up a system for 
which I think Congress is responsible. Of course, we have our 
authorizations and then as we go along, based upon the Budget 
Bureau’s recommendations and the Department’s recommendations, 
the Congress appropriates funds, and particularly in the case of the 
Defense Department, those are possibly not to be expended for a 
period of 2 or 3 or 4 years. 

They are so earmarked. There has, however, grown up a custom 
of sometimes diverting those funds in the Defense Department. We 
had one case in which we appropriated a bill on a signal depot at 
Valley Forge, and there happened also to be an authorization for the 
acquisition of an office building in Philadelphia, and they went to 
the Budget Bureau and got it approved to spend part of that money 
on that, and eventually we will probably be called upon to make 
appropriations for that depot. Have you thought anything of some 
way of obviating those things? 

Mr. Dover. I am not familiar with the example. 

Senator Kiitcore. In other words, we pile up a balance of money 
to be expended over a period of years, and this thing started in World 
War II when we allowed certain diversions optional with the Defense 
Department, and that has been carried on and apparently they have 
had to have conferences with the Budget Bureau. Eventually they 
sort of notify us what they have done with the money. I wonder if 
that has been called to your attention? 

Mr. Doper. I think that would depend upon the nature of the 
authorization, whether for a specific project or a general authorization 
for expenditures for the Defense Department. 

Senator Kitcore. By authorization, 1 mean the authorization to 
purchase when and if appropriations are made, not an authorization 
to spend money until such thing as appropriations are made. In this 
case, $500,000 has been taken out and deposited with the court, and 
condemnation proceedings instituted. That is the building in Phila- 
delphia and that was done before anybody in the appropriations, at 
least in the Senate, knew anything about it. 

Mr. Dover. I am not familiar with that, sir. 

Senator KitGgore. | say that those things have been happening, and 
| was wondering if you were familiar with it. 

Mr. Doper. I think that we should use every effort to establish 
effective control over that sort of thing. 

Senator Krigore. | sometimes think that earmarking of funds in 
advance might be dangerous unless you have strenuous safeguards. 

Mr. Dopee. It can be very easily. 

Senator SaALTonstTaLL. Thank you, Senator Krueore. 

Following the procedure outlined by the Chair, the Chair will put 
into the record at this point the statement of Mr. Dodge as Director 
of the Bureau of the Budget on his request for funds, and ask Mr. 
Dodge if he has any supplementary remarks to make concerning it. 

(The document referred to follows:) 





FIRST INDEPENDENT OFFICES APPROPRIATIONS, 1954 17 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington D. C.., Apr 5, 19 
Hon. LEVERETT SALTONSTALL, 
Chairman, Independent Offices Subcommittee, 
Committee on Appropriations, United States Senate, Washington, D. ( 


Mr Dear Mr. CuarrMan: Attached is a tentative breakdown of the application 
within the Bureau of the Budget of the revised appropriation request for 1954 
The revised figure of $3,412,000 represents a reduction of $288,000 from the 1954 
printed budget figure, which was $3,700,000. It is $49,000 less than the 1953 
appropriation, $196,000 less than the 1952 appropriation and the same as the 1951 
appropriation. 

As I have told the House Independent Offices Subcommittee, this proposed 
reduction may mean that we will have to eliminate the Bureau of the Budget 
field service operation if we are to maintain the effectiveness of the remainder 
of the organization, although the attached information shows a skeleton field 


organization. We now have this and other necessary internal adjustments under 
consideration. Pending a final determination of our requirements, the detailed 
submission should not be construed as a final conclusion on any of the changes it 
may be necessary to make in the organization of the Bureau to accomplisl 


proposed reduction 
Sincerely yours, 


BUREAU OF THE BupGET, REvisep 1954 BupGEtT SuBMISSION 


Summary of personal services by office and divisio 






Sut ad < é Tr 
n 154 154 
| Total ; | 
I 

Budget review 8 $269, 55 ? $259. OK $9 ON 
Legislative reference 3 { ) 16. 79 " 
Management and organization 51 R55 44 
Statistical standards 50) 569, GOK i 10, O 8 63, 8 
Commerce and finance A) 12. GOS 4 ( on 6% 
International 5 237, 105 2 00 { 2% 8 
Labor and welfare 51 32, SE 4 27, 655 
Military 64 457, 33 2 87 
Resources and civil works 52 RBH iS 0. 66K 
Field service oR 199 191 260 12 
Director’s office 77 309, 762 7 41 62 si 

Total permanent 519 | 3. 530, 902 ru 142, 8 s RS OR 
Deduct lapses 27 182, 902 14 3. 917 L1 Lee GR 

Net permanent (average number, net salary 492 3, 348, 00K 447 48, 900 4 200. 1K 
Temporary employment 7, 900 4, OM 1) 
W. a. e. employment 20, 000 20. 000 
Regular pay in excess of 52-week bas 13, 000 1. 500 1 5M 
Overtime and holiday pay 8 500 6, 500 2 000 
Nightwork differential 100 «) 
Payments to other agencies for reimbursable details 1, 500 1, 500 


Total personal services » 3 309, 000 : 092 500 06. BOK 
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Summary of obligations by objects 





Sut tted Revised 
estimate, estimate I 
1954 1954 : 
1 Personal services $3, 399, 000 , $3, 092, 500 $306, 50K 
02 Travel 72, 000 69, 000 ; OOO 
lransportati f thing 2 000 1. On 
04 Communication service 44, 000 44, 000 
06 Printing and reproducti 150, vOO 143, 000 
07 Other yntractual serv s 14. 000 1. 1 { 
08 Supplies and material 365, OOO 30), 00) 6, 000 
Equipment 10. 000 10, 000 
l axes and assessment 3. 000 2 50 y 
yt } ‘ 7 ¢ . . 
I il ligations 3, 760, 000 3, 432. OM 292 
Deduct: Estimated reimbursern ts — 60, O00 20, 00 +40), OOK 
A ppropriatio rr estimat s. 700. 000 3, 412. 000 ISR. ( 
Cue Ware Hovse Orrici 
r 
hKrevised 1954 buda é ’ 
) ) 
) 
la - - 
Ay f 
I 1 ( $1 { 
Pa nm i 0 0, 0 
I s WO } 
] bl t 1 
: itio ( v 1,79 
} . @ | j \ { 
{ oO ivel 2 2 
( ut s ( 4 ‘ 
Re tut 10,0 
Pr ind pro 20, O00 20), 000 
{ 0 t u 1 ooo 
08 Supplies and materials 25, 000 25, OM) 
Equ nt »). OW 20, 000 
Total est ate 14. 790 1 800. 000 104 


REVISED ESTIMATI 


Mr. Dopce. I will make my remarks very brief, Mr. Chairman 
The original 1954 request was $3,700,000 for the Bureau of the 
Budget. In accordance with my revised request, the House Appro 
priations Committee approved an amount of $3,412,000 which is 
$288,000 less than the original request. It is also $49,200 less than 
the 1953 approprixtion and $196,000 less than the 1952 appropriation 
It equals the appropriation of 1951 and is only $35,392 more than 
the appropriation of 1948. 

Senator MayBpank. Mr. Chairman, might I-commend Mr. Dodge 
on that statement, and might I ask this question. How much have 
the salary increases been in the Bureau of the Budget since 1948, 
10 percent or 8 percent? 

Mr. Dover. I cannot tell you, I am sorry to say, offhand, but this 
is significant: That in 1948 when the budget expenditures for this 
Bureau were $3,076,608, the average number of full-time employees 
was 576, whereas the request for our 1954 budget provides for an 
average number of full-time employees of only 447, which is 129 less. 

Senator Maysank. Almost 20 percent? 
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PERSONNEL REDUCTION 


Mr. Dover. And the difference would be the increases in costs and 
salary rates, so we are atlempting to operate with 129 fewe persons 
than we had in 1948. 

Senator SALTONSTALL. Can you do the work with those reduce¢ 
employees? 

Mr. Donee. It will be difficult. I think that as a businessman | 
might conclude that, because of the nature of our work, and the tasks 
that we have to perform in connection wich the 1954 and 1955 budgets, 
the Bureau is the kind of place where more money could be spent 
and more people employed with considerable resultant dollar savings. 
However, | took the position that as one proponent >f economy | 
could not be an exception, and we reduced our budget request and 
we intend to get along with it that way. 

The House committee accepted the proposal and I have no reser 
vations or amendments to offer. 

Senator Kirigore. | have a question at that point, Mr. Dodge. 
Economy sometimes can be false. Inefficiency in a budget might 
be the worst kind of economy if that would bring about an inef- 
ficiency. 

Mr. DonGe. We do not believe that it will. 

Senator Kiigore. You believe that you can carry on with good 
work? 

Mr. Donee. It will take some readjustments within the Bureau 
that we will have to work out. We intend to do the job on this 
basis and from the results we will let you judge whether we can or not. 

Senator SALTONSTALL. On the basis of the committee list of number 
of employees, there is a discrepancy from a figure of 447 that you gave 


TOTAL EMPLOYEES 


Senator Maysank. He said full-time employees 

Senator SALTONSTALL. We have it as 452 which is 13 less than 
1953 and 45 under the Truman budget 

Mr. Donvae. I have the average employment figure as 447, which 
is 45 under the 1954 printed budget and 18 less than 1953 

Senator SALTONSTALL. Are there any further questions of Mr 
Dodge from the Bureau of the Budget? If not, Mr. Dodge, were you 
to be the witness to testify on White House emergency fund? 

Mr. Dopcr. That is correct. 


EMERGENCY FUND FOR THE PRESIDENT NATIONAL DEFENSI 


Senator SALTONSTALL. You have no prepared statement? 

Mr. Dopce. No; but I will give a brief summary of the situation 
with respect to it. 

The appropriation of 1953 was for $1 million. The previous 
administration allocated about $873,000 of that amount before this 
administration took office, which left a balance in the fund of about 
$126,000 or $127,000. A supplemental appropriation request for 
$250,000 was granted, which raised the total provided in 1953. to 
$1,250,000. 
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The Congress on both sides, I believe, has objected to some of the 
uses to which this fund has been put. We agree with those objections 
and do not intend to use it for the same purposes. The only alloca- 
tions we have made against that fund so far amount to $16,000 for 
the Special Committee on Government Organization headed by Nelson 
Rockefeller. In addition to that we have recovered $32,250 from 
the allocations made by the prior administration and we have the 
possibility of recovering an additional $21,500. 

We agreed with the House Appropriations Committee to accept 
$500,000 for a new appropriation for 1954 instead of the $1 million, 
with a carryover of the unused balance from the prior year. 

Senator SALTONSTALL. And that carryover is what? 

Mr. Doner. It approximates $400,000. 

Senator SatronsraLL. Then you hope to recover for the fund two 
more amounts? 

Mr. Dopce. Yes; about $21,500. 

Senator SALTONSTALL. $21,000, so that you will have almost $1 
million in the fund with this appropriation of $500,000? 

Mr. Dopnee. It will be nine-hundred-thousand-odd dollars. 

Senator SALTONSTALL. That, in your opinion, is sufficient? 

Mr. Doper. We think it is sufficient. 

Senator SatronsTALL. Are there any questions of Mr. Dodge on 
that matter? 

Mr. Dodge, have you any other matters to testify to? 

Mr. Dopar. I have the White House Office. 


Wuitre Hovuse Orricr 
AMOUNT REQUESTED 


Senator SALTONSTALL. Have you a prepared statement for that? 

Mr. DopGr. No; only a brief oral statement. 

The original 1954 request was for $1,904,790. At the suggestion 
of the President, we nade a reduction in that request to $1,800,000, a 
reduction of $104,790 under the original request and $107,643 under 
the 1953 appropriation. That is a reduction of 17 positions in full-time 
employment over the 1954 request, and a reduction of 19 over the 1953 
appropriation. 

The White House is satisfied with that, and the House Appropria- 
tions Committee was satisfied. We have no amendments or sugges- 
tions 

PERSONNEL REDUCTION 


Senator SALTONSTALL. So, you are asking for $1,800,000, which will 
be a reduction in number of employees in permanent positions of 17. 
Is that correct? 

Mr. Dover. That is correct. 

Senator SALTONSTALL. And with that the President believes that 
he can get along? 

Mr. Dopae. That is right. 

Senator SatronsTaLL. Are there any questions? Is there any 
other? 

Mr. Donvar. That is all I have, sir. 

Senator SattonstaLL. The Chair thanks you, Mr. Dodge, and we 
hope that we will not have to call you back 
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STATISTICAL STANDARDS 


I will place in the record a telegram received by me referring to the 
Bureau of the Budget. 

ry . 

(The telegram referred to follows:) 

Worcester, Mass., April 20, 19 
Hon. LEVERETT SALTONSTALL, 
Care Earle Cooper, 
Senate Appropriations Committee, Washington, D. ( 

Protest cut in Bureau of Budget Office of Statistical Standa) ds budget under 
“Independent offices’? appropriations as proposed by Representative Thomas 
That Office protects industry under Federal Reports Act of 1942 against unneces- 
sary and unwarranted requests for information and statistical data. I have 
been a consultant on such matter for a period of 10 years and am Chairman of 
the Advisory Council on Federal Reports. My experience has been that they 
have saved Government and industry a large amount of money through the 
elimination, reduction, and revision of information requests. 


B. J McConneELI 
Controller, Norton Co 


ExerecuTiIvE MANSION AND GROUNDS 


STATEMENT OF FRANK T. GARTSIDE, ASSISTANT 
SUPERINTENDENT, NATIONAL CAPITAL PARKS 


GENERAL STATEMENT 


Senator SALTONSTALL. Our next witness is Mr. Gartside, Assistant 
Superintendent of the National Capital Parks, who will testify on 
the Executive Mansion and Grounds. Mr. Gartside, you have a 
justification with a brief explanation which, under the recommenda- 
tion of the Chair, will now be put in as a part of record. 

(The material referred to follows: ) 


JUSTIFICATION OF ESTIMATE 


Executive mansion and grounds 


Appropriation act, 1953 $341, 200 
Prior-year balance reappropriated 25, 979 
Adjustment to 1954 base 21 

Base for 1954 367, 200 


Change for 1954: 
Decrease: 


1. Rents and utility services $8, 000 
Increase: 
1. Personal services: 2 new positions, plumber 8, 000 


Net change 
Budget estimate, 1954 367, 200 


GENERAL STATEMENT 


The work accomplished under this appropriation consists of the care, main- 
tenance, and operation of the Executive Mansion and the surrounding grounds. 

The Executive Mansion was reoceupied by the Presidential family on March 
27, 1952, and as of the present time the complete operating problems have not 
been fully experienced. The reconstructed Mansion has been completely air 
conditioned; expanded facilities for the accommodation and comfort of the visiting 
public have been provided, and additional elevators and facilities for broadcasting 
have been installed. 











22 FIRST INDEPENDENT OFFICES APPROPRIATIONS, 1954 


In fiscal years 1952 and 1953 the Congress authorized the increase of 11 perman- 
ent positions over the previously authorized personnel of 61 in order to operat: 
and maintain the reconstructed Executive Mansion. 


EXPLANATION OF CHANGE 


Person SET UUCE 

New positions $8,000. [wo additional plumbers are required to maintain o1 
continuous-duty post to service and maintain the plumbing system at the Mansio 
and to comply with the provisions of the 40-hour workweek. The need for add 


tional employees of this class was not anticipated when increases were requested 
in fiscal year 1952, and experience has proven the necessity to have a plumber 
on duty at all times to take care of emergency and routine repairs. The cost of 
these new positions is compensated by a corresponding reduction in the estimated 
cost of utility services 

Senator SALTronstaLL. Do you wish to add any statement or go 
into any detail? 

Mr. Garrsipe. Mr. Chairman, I have a very short general state- 
ment here. 

Senator SALTONSTALL. Without objection, that will be included 
the record at this point. 

The statement referred to follows:) 


EXECUTIVE MANSION AND GROUNDS 


GENERAL STATEMENT 


The estimate for the Executive Mansion and grounds for the fiscal year 1954 
has been reduced DV direction of the President from $367,200 to $356,184, resultil g 


in a decrease of $11,016. 

It is contemplated to effect this saving by a reduction of $8,000 in personal 
services covering the salary of two additional plumbers which had been requested 
as an increase in the 1954 estimate and a reduction of $3,016 for equipment 

The Executive Mansion was reoccupied by the Presidential family on March 
27, 1952, and on April 22, 1952, was opened for public sightseeing from 10 a. m. 


to 12 noon, Tuesday through Saturday each week. The total sightseers for 
174 davs during 1952 was 720,531, an average of approximately 2,100 persons 
per hour. These figures are exclusive of specially conducted tours, guests attend- 
ing receptions, luncheons, dinners, teas, lawn parties, etc. This very heavy sight- 


seeing reflects the widespread public interest in this historie structure and is a 
contributing factor to the cost of maintaining and operating the Executive 
Mansion and grourds, 

The Executive Mansion and the connecting terraces contain more than 1,600,000 
cubic feet of space and the surrounding grounds have an area of approximately 
18 acres. The magnitude of the maintenance and operating problems might be 
compared to those of 100 average American homes insofar as intensity of use, 
cubie content, utilities and care of grounds, is concerned. 

The estimate of $356,184 has been determined to be the minimum amount 
necessary for the maintenance and operation of the Executive Mansion and 
grourds for the fiscal vear 1954 and is recommended for approval by this 
committee. 


REVISED ESTIMATE 


Senator SALTONSTALL. Now, extemporizing, as the Chair reads it, 
the estimate for the Executive Mansion and grounds for the fiscal 
vear 1954 has been revised to an estimate of $356,184 compared to 
$341,200 for 1953. Can you get along on that? 

Mr. Garrsipr. Mr. Chairman, the 1953 appropriation was $341,200 
plus not to exceed $26,000 of carryover funds from 1952. We aeeaeey 
were not able to make that entire saving. We made $25,179 of it. 
We missed it by $21. So the appropriations for 1953 would be $367,- 
179 as compared with the item which is before you of $356,184. 
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Senator SALTONSTALL. In other words, a reduction of $11,000 
Mr. Garrsipe. That is correct 
Senator SALTONSTALL. From the Truman estimat 
Mr. Garrsipre. That is correct 


») 


Senator SALTONSTALL. Now, do you estimate that there will be ans 
carryover this year? 
Mr. Garrsipe. There is no provision for any carryover this year, siu 


Senator SALTONSTALL. So that you will get along this year witl 
approximately $11,000 less than you had last year? 
Mr. Gartsipe. That is correct, sir 


rOTAL EMPLOYEES 


Senator SALTONSTALL. How many employees have you? 
Mr. Gartsipe. We have 72. 
Senator SALTONSTALL. Do vou contemplate any reduction? 
Mr. Gartsipe. The average number of emplovees will be two less 
Senator SALTONSTALL. In other words, the 79 in the Truman budget 
will be reduced to what vou are asking for, which is 77; is-that correct? 
Mr. Garrsipe. That is correct, 72 of which are permanent and 
there is the equivalent of 5 man-vears in temporary employment 
used in connection with social functions 
Senator SALTONSTALL. Can you get along 
Mr. Gartsipr. No, sir. 


Senator SALTONSTALL. Are there any questions? Thank you 


with any less? 


AMERICAN BATTLE MONUMENTS COMMISSION 


STATEMENT OF BRIG. GEN. THOMAS NORTH, UNITED STATES 
ARMY, SECRETARY, LT. COL. CHARLES B. SHAW, OFFICER IN 
CHARGE, WASHINGTON OFFICE 


GENERAL STATEMENT 


Senator SALTONSTALL. The next witness is General North for the 
American Battle Monuments Commission. General North, vou have 
a prepared statement which we will put into the record at this pom} 

(The statement referred to follows 


THE AMERICAN BATTLE MONUMENTS COMMISSION 


The Honorable LEvergetrr SALTONSTALL, 
Committee on App opriations, United States Ser 
Washina’on, D. ¢ 
DEAR SENATOR SALTONSTALL: In the absence of the Secretary of the Comr 
sion, I have the honor to advise vou of the following reductions made 
Bureau of the Budget after a special review of the Commissio est it 
fiscal vear 1954: 


Salaries and expenses S7QN) (MK 


Construction of memorials and cemeteri: », 500, OOK WO), OOM 
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The reductions are applied as set forth in the following comparative table: 


: ; Amount in Revised ‘ 
pron ic a “t+ clace . f . 
Appropriation and object classification 1954 budget smear Reduction 
Salaries and expenses 
01 Personal services $638, 233 $613, 807 $24, 426 
08 Supplies and materials 59, 000 56, 401 2, 599 
09 Equipment 30, 000 27, 025 2. 975 
30, OOO 
Construction of memorials and cemeteries 
10 Lands and structures 9, 107, 980 8, 607, 980 100, 000 


The reasoning of the Bureau of the Budget in making these reductions is not 
stated. However, it is understood unofficially that the Bureau was influenced to 
make only a slight reduction in the construction appropriation by the feeling that, 
the Government being committed to this program, it would be desirable to hasten 
its completion and thereby effect a saving through the earlier elimination of the 
overhead costs 

Faithfully yours, 
CHARLEs B. SHaw, 


Lieutenant Colonel, AGC, Officer in Charge. 


’ 


Senator SALTONsSTALL. Now, would you care to elaborate on that 
and give us a little statement of your own about the battle monuments? 


FUNCTIONS 


General Norru. Senator, the American Battle Monuments Com- 
mission operates under two appropriations, one of which is for 
maintenance of existing installations and the other construction of 
new work. 

For maintenance, we have always prided ourselves on our very 
high standard. As for construction, we have been persistently 
hampered through the years by a giving and a taking away of appro- 
priations. In order to build something abroad with foreign con- 
tractors, we have first to operate with American architects, process 
their plans and _ specifications, and then finally turn them into 
construction overseas. Because of the restrictions, and by restrictions 
I mean limitations placed on appropriations, we have first to tell the 
architects to go ahead and then stop them. 


SHORTAGE OF MATERIALS 


Senator MaysBank. Of course, a lot of that was caused by certain 
shortages of materials years ago, because we did not want to get 
mixed up with steel and so forth at certain times 

General Norru. That is perfectly true. 


TRAVEL 


Senator MaysBank. I happen to be a member of the Commission. 
My information is that as far as the appropriation is concerned, and 
if | misquote, correct me, that outside of the travel allowances, the 
House appropriation was all right. Of course, you have to travel; 
particularly with all the cemeteries all over the world. Am I wrong? 

General Nortu. You are quite correct, sir. 

Senator MayBank. I did not mean to interrupt. Go ahead. 
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VISITING CEMETERIES 


General Nortu. The Commission finally asked the Congress if they 
would recognize the fact that the relatives of the dead are now growing 
older and this operation of ours which is nonrecurring should be brought 
to a close as soon as possible. 

Senator Maysank. Let me get the record straight. We will use as 
an illustration some soldier who was killed in World War II. We 
have not built any since Korea. Some of those men have been put 
in some of those cemeteries. 

General Nortu. Not in the World War II cemeteries. 

Senator Maysank. But the Quartermaster General has been 
looking after them. Now, we will say that some person goes to 
England and you try to make it as pleasant as possible for that parent 
to go to Cambridge where | think the World War II cemetery is, 
and that is what you want this travel money for and you keep a 
voucher on all of these matters? 

General Nortu. Yes, sir. 

Senator Maysank. And everything is checked by the Comptroller 
and yourself? 

General Norru. Yes, sit 

Senator Maypank. Now, if you tie the money up by the language 
that the House has in it, some poor m other or wife might not be able 
to visit the cemetery; is that right? 

General Nortu. Excuse me, sir. We do not pay the expenses of 
visitors. 

Senator Maypank. I know, but you have to have people to show 
them around. 

General Nortu. I was leading up to the fact that the House finally 
has recognized our need to carry this non-recurring job to completion, 
but in so doing it has reduced our travel fund by 40 percent. 

Senator Maysnank. Who spends those travel funds? 


CONTRACT INSPECTION 


General NortH. Those travel funds are spent by our inspectors 
who must visit the work of the contractors, members of the Cormmis- 
sion and others who must see that the money of the Government is 
properly expended, and it is very easy by neg ligence, by not watching 
how the work is going on (this work going on all over the world) to 
cost the Government far more than the relatively minor cut made in 
this travel fund which today we are asking the Senate to be good 
enough to restore. 

Senator MAYRANK. Now, when these inspectors vo around to in- 
spect the construction work at Cambridge or Florence, that is one 
thing that they do? 

General Norru. Yes, sir. 

Senator Maysank. What about inspecting the ce meteries them- 
selves to see that the grass is properly cut, for instance? 

General Norn. Yes, stre aight maintenance inspections are unal- 
tered but the prime need is for construction inspection, sir. 
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Then we have another thing. Supposing one of our employees 
decides that he would like to come home and on the terms of his con- 
tract it is possible that he will. We have to bring him back, which 
means that there will be less money for inspection. 

Senator MaysBank. Does the law require you to bring him home? 

General Norru. In many cases, yes, sir, if they are Americans. 

Senator Kitcore. Does he not have to stay there for a certain 
time? 

General Nortu. Two years, sir. 

Senator Maysank. Do you not think that is too short a time? 
Senator, if you do not mind, I want to follow this one thought up. 
Those are pretty good positions? 

General Norru. Yes, sir. 

Senator Kitcore. Does the law say 2 years? 

General Norru. I cannot answer that specifically. The law does 
not say but it is a custom which has grown up, and I am speaking now 
of construction inspectors, all of them temporary jobs. Our perma- 
nent people, ho. 

PERMANENT EMPLOYEES 


Senator Kitcore. Then your pe rmanent people have no right to 
come home except at their own expense? 

General Nortu. Yes, sir. 

Senator KiLGore. a ‘se are temporary construction people? 

General Nortru. Yes, si 


USE OF ARCHITECTS 


Senator Kitcorre. What I wanted to get into on this construction 
is do you employ architects to plan it in this country? 

General Nortn. Yes, sir. 

Senator Kitcore. Do they not furnish the inspectors to see that 
the contract. is carried out? 

General Nortu. These are American architects, sir. We require 
each of them to have an architect in the country in which the work 
is going on. He does some inspecting. He is a foreigner. It takes 
American inspectors and we have officers of the armed services to 
supervise that 

Senator Kitcore. It seems to me that that part of the travel 
expenses on construction should be figured into the costs of construc- 
tion. That is what it would be in any other line of work, rather than 
charged as a travel expense against the Commission itself because 
it is a part of the cost of orderly construction 

General Norrn. Yes, sir. 

Senator Kitgore. And to see that the contractors live up to their 
contract, is that right 

General Norra. Yes, sir. 

Senator Kincore. I naturally presumed when you first brought 
that up that that was carried in that and not charged up to your 
commission. 

General Nortu. It is done in this manner, Senator: We have a 
lump-sum appropriation upon which a limitation is placed in these 
words, ‘‘ Not more than so much money may be spent for travel out of 
this lump-sum appropriation.” 
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COUNTERPART FUND 


Senator SALTONSTALL. General North, I would like to ask you a 
few questions on this counterpart fund. Now, last vear the Hous« 
put in $4,500,000 of construction money in foreign currency, counter 
part currency, and what you were able to get was only $3,500,000; 
is that correct? 

General Norru. If I may elaborate on that, sir, we received a 
telephone call the other day that we may get another $1 million right 
at the end of this fiscal year. 

Senator SALTONSTALL. So that you may get your full $4,500,000? 

General Nortu. We may get it. 

Senator SALTONSTALL. This year the House did not put in a pro- 
vision for counterpart funds. If you are going to get that, why should 
we not continue on that basis and save on American dollars and use 
our counterpart funds? 

General Norru. It was a very fine idea, sir. When we first con- 
sidered it, the Congress directed the Secretary of the Treasury to turn 
this money over to us. We found that it was not a purely Treasury 
function, that other agencies had to do with it, and finally it did begin 
to come in in dribbles, relatively speaking, dribbles. We got one 
amount last September, some more last November in another cur 
rency, and now | am telling you we may get another million in April 
We are trying to operate a budget of construction on that basis and 
it is a headache, particularly in a small organization. 

Senator SALTONSTALL. You are now telling us you may get that $1 
million. If you do, why shouldn’t we cut these construction funds? 

General Norra. No objection, sir. 

Senator SALToNsTALL. That takes me off my feet. 

Senator MAayBaNnk. Senator, I would like to say that I am a member 
of that Commission. 

RETURN OF FUNDS 


General Norru. | would also like to add that you voted last year 
$30,000 to dedicate the monument at Suresnes, and we are going to 
turn about $10,000 back to the Treasury. We do try to operate 
economically. 

Senator SALTONSTALL. When will you know whether you are going 
to get this $1 million? 

PARIS OFFICE 


Colonel Saaw. The State Department which controls this particular 
fund has approved it here and they say that they see no reason why 
we will not get it. They will have to ask their office in Paris to draw 
down the $1 million from the French. 

Senator MAyBANK. Have they the money in Paris? 

Colonel Saaw. The Embassy in Paris has been directed to ask the 
French Government to make this money available. They anticipate 
no trouble at that end and, as far as the State Department is concerned, 
we should get the $1 million perhaps in 2 or 3 weeks. 

Senator SALTONSTALL. Do you think, General, that any language 
amendment attached to that appropriation bill might be helpful to 
you in making your contracts or in getting these counterpart funds so 
you will not get into the technical difficulties. 
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LANGUAGE AMENDMENT 


General Norra. Mr. Chairman, unless you require for the 1954 
budget that counterpart funds be turned over to us, the only language 
which we would ask would be that any counterpart funds already 
available shall remain available until obligated and expended. 

Senator SALTONSTALL. Let us assume for the moment that you will 
get this $1 million in counterpart funds. It is satisfactory to you to 
have us present the bill to the Congress with the idea that you will 
have this carryover fund of $1 million which will be available, is that 
correct? 

General Nortu. Yes, sir. 

Senator SaALTronsTtauu. Then if, for instance, before the bill becomes 
law through the conference committee and so on there is any doubt 
that this $1 million will be available, you have the House amendment 
in one way and the Senate amendment in the other way and we can 
work it out in conference based on the information at that time. 

General Norra. Yes, sir. 

Senator SALTonsTaLL. That is satisfactory? 

General Norra. Yes, sir. 

Senator SALTONSTALL, So you are satisfied with the revised budget 
as the House gave it to you, which was the full amount of the revised 
amount? 

General Norra. Yes, sir. 


FURTHER DISCUSSION OF TRAVEL EXPENSE 


Senator Mayspank. You said you were not satisfied with the lan- 
guage in the travel. You had better tell the chairman about that 
Mr. Chairman, he is not satisfied with this travel allowance for these 
inspectors. He says that he cannot use the money to inspect his work. 

General Norru. There is a limitation placed in the House report 
which in effect would place a limitation of $8,000 in the salaries and 
expenses account on expenses of travel, and $27,520 in the construc- 
tion account. In each of those we had asked respectively for $12,000 
and $41,276. We would like to request that those amounts be restored 
for which we asked. 

Senator Mayspank. And you think that that will save money for 
the United States Government? 

General Nortu. I am sure of it. 

Senator MayBpank. And that takes care of inspectors to inspect the 
buildings and monuments that you are building, and to inspect in 
places where the dead are buried, and so forth? 

General Nortu. We are operating all over the world from Cam- 
bridge in England to north Africa to Manila. 


FURTHER DISCUSSION OF LANGUAGE AMENDMENT 


Senator KiiGore. General, I want to ask a question. The restora- 
tion is not a dollar restoration. It is an increase of a limitation that 
you want in the language, is that right? 

General Nortu. Yes, sir. 

Senator Kiicorpe. In other words to increase the limitation from 

General Norrn. $27,520 in one case to $41,000. 
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Senator Kitcore. To $41,000, and in the other case, to $12,000? 

General Norru. Yes, sir. 

Senator Kitcore. It will not change the overall figure of the amount 
of money to be expended by the Commission? 

General Norru. That is correct, sir. 

Senator SaALTONSTALL. But it will permit you to give better service? 

General Norra. Yes, sir. 

Senator SALTONSTALL. The Chair was in error in one statement hy 
made, General North, and so that the record will be clear the House 
increased your construction account $500,000 over the revised figures 
giving you the original amount of the Truman budget. Now, can 
you get along with the amount of $9 million? 

General Norra. Mr. Chairman, that is difficult to say. As | have 
already explained, we operate at arm’s length across the oceans and to 
tell you that next June, a vear from this June, we can or cannot get 
along without this $500,000 on a continuing project which is not yet 
finished will be difficult for me to say, and | would prefer to say that 
we should have that $9.5 million. 

Senator SALTONSTALL. So as to make it absolutely clear, if we voted 
$8 million plus $1 million of carryover in counterpart funds, that would 
be reasonably satisfactory? You would prefer to have $8.5 million 
plus the $1 million. 

General Nortu. Before replying yes or no, sir, may I put it in this 
manner. Our Commission has only been willing to start construction 
of certain operations, certain memorials and other work provided it 
can see a reasonable possibility of completing that. Off the cuff, | 
cannot tell you whether or not the availability of that particular 
$500,000 will or will not permit us to start our last memorial. 

Senator Maysank. Where is the last one? 


LUXEMBOURG MEMORIAL 


General Norru. Probably Hamm at Luxembourg where General] 
Patton is buried. 

Senator SALTronstaLu. In other words, if we do not appropriate 
that amount this year, we will have to appropriate a little more next 
year to permit the construction of the final monument? 

General Nortu. You would not have to, but that would be the case 

Senator SALToNsTALL. Have you anything further to say, General? 

General Nortu. No, thank you, sir. 

Senator Maysank. As | understood, you were satisfied with the 
amount of travel but dissatisfied with the limitations in the House 
language? 

General Norru. We are dissatisfied with the limitation in the 
House language. 

Senator Maysank. But not with the money. I know that the 
language makes the money available. 

Senator Kitrcorr. The language creates the limitation. 

Senator Maysank. You do away with the language and you ar 
satisfied? 

General Nortru. Yes, sir. 

Senator Kitegore. Or rather change the language to the languag: 
suggested by you. 
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Senator SavronsTauti. And the reason is, once again? 
General Norru. The reason is in order that our organization may 
give efficient supervision to the expenditure of Government funds in 
construction in foreign countries, 
Senator SALToONsSTALL. Thank you, General, very much. 


ATOMIC ENERGY COMMISSION 


STATEMENTS OF GORDON DEAN, CHAIRMAN; M. W. BOYER, 


GENERAL MANAGER; AND WILLIAM MITCHELL, GENERAL 
COUNSEL 


GENERAL STATEMENT 


Senator SatronsTaL.L. The next agency is the Atomic Energy 
Commission, Mr. Dean testifying. 

The Chair understands that you are here only for a language 
change and not for any money at this time? 

Mr. Dean. That is correct, Mr. Chairman. 

Senator SaLronsTaLL. And you have a prepared statement which, 
in accordance with the suggestion of procedure, will now be put into 
the record. 

(The statement referred to follows:) 


Unrrep States Atomic ENercy Commission, 
Washington, D. C., March 81, 1958. 
Hon. StYLes BRIDGES, 
Chairman, Committee on Appropriations, l'nited States Senate 
Dear SENATOR BripGces: The Bureau of the Budget has approved for submis 
sion to the Congress at this time the following language: 


“ATOMIC ENERGY COMMISSION 


“The Atomic Energy Commission is authorized in connection with the con 
struction and operation of the Oak Ridge; Paducah, and Portsmouth installations 
of the Commission, without regard to section 3679 of the Revised Statutes, as 
amended, to enter into new contracts or modify or confirm existing contracts to 
provide for electric utjlity services for periods not exceeding twenty-five years, 
and such contracts shall be subject to termination by the Commission upon 
payment of cancellation costs as provided in such contracts, and any appropriation 
presently or hereafter made available to the Commission shall be available for 
the payment of such cancellation costs: Provided, That the first proviso under the 
appropriation to the Commission for plant and equipment in the Supplemental 
Appropriation Act, 1953, is hereby repealed.” 

This language relating to contracts for the supply of electric power to the Com- 
mission’s gaseous diffusion installations at Oak Ridge, Ten., Padueah, Ky., and 
Portsmouth, Ohio, revises language which was included in the Supplemental! 
Appropriation Act, 1953, and removes the limitation of $57,000,000 provided in 
that act on the maximum cancellation liability which the Commission might 
assume in connection with long-term power contracts for the expansion program 
authorized in that act. Since it now appears that our regular appropriation for 
the fiscal vear 1954 will not be included in the regular appropriation bill for the 
independent offices and since it is desirable to have the requested authority 
at the earliest possible date, it is requested that this language be included in the 
regular independent offices appropriation bill. 

\s explained to your committee in our letter of October 1, 1952, copy of which 
is included in the justification, we have negotiated power contracts with two 
private utility groups for the supply of power to the new plant at Portsmouth, 
Ohio, and for a portion of the additional power requirements for the expansion of 
facilities at Paducah, Ky. Since the Government’s maximum contingent liability 
for cancellation costs under these contracts is necessarily considerably in excess of 
$57 million, interim arrangements have been made with the utility groups under 
which they have begun construction of the necessary power-generating facilities, 
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and under which the Government’s cancellation liability does not exceed that 
amount. These arrangements will expire on August 1, 1953, unless by that tim: 
the Commission has received authority from the Coner to assume the full 


cancellation liability provided in the definitive contract 











We have also negotiated with TVA a contrac rt na g portio f t 
additional power requirements at Paducah and for the supply of power to the 
additional gaseous diffusion installations at Oak Rida: s contract will a 
be subject to cancellation by August 1, 1953, if adequate ative authority ha 
not been obtained by that date. The Commission’s cancellatio | inder 
all of these interim contracts is limited to $57 mill 

You will note that while the authority contained the Supplemental Apy 
priation Act, 1953, covered onlv contracts in ec t} c Kpa 
sion program, the revised language would also cover contracts pr usly 
existence for supplying the base program power requirements at Oak Ridge and 
at Paducah. The Commission has previously received appropriations to fund 
its cancellation liabilities to June 30, 1953, under these contracts in the amount 
of $50,600,000. By including these contracts under the proposed language, the 
amounts presently obligated under these contracts against the contingent cancel- 
lation liability will no longer be required. In addit ea t of $10,900,000 
included in the 1954 budget estimate submitted t t ( re n January 0 
1953, covering the increase in the cancellation lia tv to June 30, 1954, under 
these base contracts, would no longer |} required rt amount totalir 
$61,500,000, will be applied against the Commission’s 1954 appropriation request 
in connection with the current review and revision of the ¢ mission’s appropria- 


tion requirements for that fiscal year 
Copies of the justification for the proposed language are transmitted herewit! 
A similar letter is being sent to the chairman of the H e Appropriatior 
Committee. 
Sincerely yours, 
Gorpon Dean, Chairman 


Unirep States Atomic FENerGy CommMIssio» APPROPRIATION LANGUAGE 
AMENDMENT, FiscaL YEAR 1954 


This language for the fiseal year 1954 provides for the repeal of a provi 
enacted under the appropriation to the Atomie Mnergy Com sion in the Suppl 
mental Appropriation Act, 1953, and the substitution therefor, of the following 

“The Atomic Energy Commission is authorized in connection with the construc 
tion and operation of the Oak Ridge, Paducah, and Portsmouth installations of 
the Commission, without regard to section 3679 of the Revised Statutes, as 
amended, to enter into new contracts or modify or confirm existing contracts to 
provide for electric utility services for periods not exceeding twenty-five 
and such contracts shall be subject to termination by the Commission upon pay- 
ment of cancellation costs as provided in such contracts, and any appropriation 
presently or hereafter made available to the Commission shall be available for the 
payment of such cancellation costs: Provided, that the first proviso under the 
appropriation to the Commission for plant and equipment in the Supplemental 
Appropriation Act, 1953, is hereby repealed.” 


JUSTIFICATION FOR PROPOSED LANGUAGI 


In connection with the request of the Atomie Energy Commission for additional 
appropriations for the fiscal year 1953, transmitted to the Congress by the Presi- 
dent on May 28, 1952, for the expansion of the Commission’s production facilities 
there were included amounts to provide for contingent cancellation costs under 
contracts to be negotiated for the supply of the electric power required for these 
facilities. 

During the consideration of these estimates by the Independent Offices Subcon 
mittee of the House Appropriations Committee, the Commission indicated that 
legislative authority authorizing the Commission to enter into long-term electric 
power contracts with contingent cancellation liabilities would be satisfactory as a 
substitute for the funds requested. The Commission also suggested language 
which would accomplish this purpose. This language was adopted by the House 
Appropriations Committee and the requested funds were deleted from the supple 
mental appropriation bill, 1953. On the floor of the House, the language as 
reported by the committee was amended by inserting a limitation of $57 millior 
on the amount of cancellation costs which could be paid by the Commission in 
connection with these long-term electric utility contracts 
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The Commission requested the Senate to remove this limitation, pointin 


that the maximum contingent cancellation liability in these contracts would 
amount to a much larger sum than the $57 million provided. The Senate deleted 
the limitation, but in conference it Was restored and ineluded in the bill as adopted 
by both the House and the Senate The congressional debate on the conferences 
report made it clear that the Commission might make tentative contracts for 
power, so long as the liability incurred was not in excess of $57 million and that 


the Commission would be expected to seek congressional action to remove this 


limitation in this session of Congress (Congressional Record, Julv 7, 1952, 1 
9814). The language proposed herein is in accordance with that understanding 
and would provide the authority for the Commission to assume the full cancella 


tion costs In connection with contracts for the supply of power to the Commis- 
sion’s plants at Oak Ridge, Tenn.; Paducah, Ky.; and Portsmouth, Ohio 

In order not to delay the expansion program, the Commission has proceeded 
to enter into agreements with two private utilities for supplying power to tl 
installations at Portsmouth, Ohio; and Padueah, Ky., with cancellation costs 
limited to $47,500,000; as recognized in the congressional debate these are neces 
sarily tentative agreements and provide for automatie cancellation on August 1, 
1953, if the Commission does not receive authority from the Congress l 
the liability for the full cancellation costs as provided in these agreements. The 
Appropriations Committees of the House and Senate were advised of these 
agreements by letters dated Oetober 1, 1952 (attachment A). ( 








ontracts have 
also been negotiated with TVA for permanent power requirements at Oak Ridge 
Tenn., and Paducah, Ky. 

While the authority contained in the Supplemental Appropriation Act, 1953 
pertains only to long-term electric utility contracts in connection with the ex 
pansion program, the language proposed above would also cover the cancella 
tion liabilities under contracts in existence on June 30, 1952, for supplying the 
base program power requirements 1 





Oak Ridge, Tenn., and at Padueah, Ky 
The Commission had previously received appropriations for the funding of the 





cancellation liabilities under these contracts, and has presently obligated on its 
books the amount of $50,600,000 for this purpose. By including these contracts 
under the proposed language, the amount of the present obligation, $50,600,000 
will no longer be required and can therefore be applied against the new fiseal year 
1954 appropriation re quired for the Atomie Energy Commission Also, $10,900. - 


000 included in the original 1954 budget estimate submitted to the Congress 
January 9, 1953, for such power contracts will now not be required, and this iten 
can be dropped from the new 1954 appropriation request. These adjustment 
have now been provided for in the latest review of the 1954 budget with the Burea 
of the Budget. 


on 





EXPLANATION OF THE NEED FOR CANCELLATION CHARGES 


The total electrie-energy requirements of all of the gaseous-diffusion plants 
including Oak Ridge with its additions and the new plants under construction 
at Paducah, Ky., and Portsmouth, Ohio, when in full-scale operation will be 
approximately equal to the total energy consumed in 1952 in the States of Ten- 
nessee, Kentucky, and Ohio Requirements of this magnitude could not be 
supplied from available capacity of any utility systems and therefore large-scale 


> 


generating stations are being constructed. These generating stations and the 
necessary transmission lines require ex} enditures of over $1 billio 

In the event of cancellation by AEC, during the early vears of these contracts, 
more than 4 years would be required before the capacity made available from 
these stations could be fully utilized without displacement of other plants even 
if fairly optimistic load-growth conditions prevailed in the areas involved Dur 
ing these vears additional transmission facilities would have to be constructed to 
carry the power to the locations where the new demand is developed. Construe 
tion of new powerplants under way might also have to be suspended or curtailed 
in order that the load growtl 
released by AEC 


Juring the period of readiustment. the power suppliers must continue to make 
irl , vil } ‘ ’ 


f the areas could be used to absorb the capacit' 
' 


interest and amortization payments on indebtedness incurred to construct the 
plants, pay taxes, pay for station maintenance and standby costs, and pay the 
costs involved in canceling coal-supply contract or extending the delivery sched- 
iles thereir These continuing fixed costs, for which no other income is available 


yr, either through a gradual red 





iction in the Commission’s 


power requirements or through the medium of a eancellation payment by the 


we 
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(.ommissron In the ease of the private it ties AS rance of ch financia 
protection is a prerequisite for them to obtain the finan required to construc 
the facilities; in the ease of TVA e of such fina ‘ er 3 necessa 
since, by law, TVA must provide ilar amor f its ‘ ‘ 
is expected to earn a fairly regular return on that investment (atta ent |} 
The cancellation payments in the contracts with OVE‘ EFL a rVaA 
permit the companies to meet tl hnxed costs to! fled pe 

DESCRIPTION OF CONTRACT WITH OHIO VALLEY ELI rRI CORPORATION 


The Ohio Vall vy | lectric Corp. was formed by 1 it t ) anie il the 





Valley for the purpose of s ipplvi x the 1.800.000 kilowatts of power 

be required for the operation of the new gaseous diffusion plant or Ves Pe 
structed by the Commission near Portsmouth, Ohio In order to supp 

large power requirement OVEC has begun construct of 21 no 
generating stations for the permanent power supply of the Port Bhs ale 

1 of these with 6 generating units of 200,000 kilowatts ea¢ he ' 
Madison. Ind.,. and the other with 5 units of 200,000 kil tt tt Chesl 
Ohio The capital requirement including working capital. of t facilitic a 
the necessary transmission lines presently estimated aft approximate! Soot 
million of which approximately 95 percent will be obtained by OVEC thro 
bank and insurance company loans and the balance provided as equity capita 
by the sponsoring utility companies In additi« OVEC’s investment a 
suppliers and be companies Will make a capita I t ent of S48 
making a total capital investment of $404 million for the power supply for |] 


mouth. 
In addition to the delivery of power from the new generating facilities, OVE( 





will also supply to the Commission, through arrangements with the sponsoring 
companies, interim power required for the constru: and init peration « 
the gaseous diffusion plant pending completion of the new ele tric power generat 
stations. Also, through arrangements witl sponsoring panies, OVE( 
supply from these companies systems, the reserve pows vhen needed due te 
outages in the stations or transmission facilities bei: nstruected to serve the 


AEC load, 


Following extensive negotiations, the Commission executed with OVEC or 





Oetober 15, 1952, a contract for the construction of iry generating 
facilities and for the supply of power to the Portsmout} ontrac 
is for a period of 25 years. The Commission has the opt f extending th 
tract after the initial 25-vear period for 3 successive periods of 5 vears eacl 
under terms which will give full credit to the Governm« for the reductic ‘ 


elimination of interest and amortization charges on borrowed capital during the 
initial term of the contract 
In order to permit the co npany to procee 1 immediately with construct 
plants and to obtain its capital 
contract a provision that unless the Commission authorized, prior to Augu | 
1953, to assume liability for the total cancellation char: 
t will terminate 
pay the company for costs incurred in proceeding with performance of the contract 
up to that date, less the fair value of any materials or construction in place 
will remain the property of the company The maxi liabilitv, however. is 
limited to $40 million until August 1, 1953 








‘quiremeée nts, it Wa Sary 0 lude im the 





become due, the cont 











The rates payable by the Commission e b lo ‘ str ( of f 
charges and operating costs alloc ated by of par ! 1 to ser 
the AEC load and the total capacity of | i press ate 
costs the electric power rate pavable by ver to !t 1 
livered from the new generating stations 1 t+ mi per va nour 0 
of a demand charge of 2.13 mills per kilowatt-hour at %5 percent load fa 
(equivalent to $1.48 per kilowatt-month) and an energy charge/of 1.84 mills 
kilowatt-hour, plus the cost of replacement less the credit given AEC fe 
of AEC reserve capacity The demand char represents fixed charges and 
operating expenses of the company on that portion of ant and 
needed to meet the Commission s power requirement - [ a ere 
amortization of debt Insurance propvertv axe fixed ' Cal 
ete. The energy charge represents ( f 
of electric power and is payable only to the « D ‘ 
the Commission. These demand and enersg harges wv be adjusted unde 


terms of the contract to reflect anv changes from the est : ipwart r de 
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ward, in the actual cost of the new generating and transmission facilities, and in 
operating expenses, including coal costs. 

The contract with OVEC is subject to cancellation for the convenience of the 
Government upon 2 years’ notice. In the event of notice of cancellation at any 
time after full-scale operation of the new generating stations the Government 
would have the following liability under the contract: 


1. Costs during notice period 


During the 2-year notice period the Commission may continue to receive 
power at the rates provided in the contract. ‘The Commission may also elect, 
however, at any time during the notice period to serve a further notice on the 
company terminating all further power deliveries. In this event, in lieu of the 
demand and energy charges theretofore payable, the Commission would then be 
liable during the une meres portion of the notice period for a modified demand 
charge, i. e., the demand charge spec ified in the contract reduced to reflect some 
Say ings in ope ratir gy ae d 1e to the fact that the company would no longer r be 
obliged under the contract to keep all of the generating units in these generating 
stations in active operation to serve the AEC load. It will be noted that the 
tables below showing the Commission’s estimated maximum liability for cancel- 
lation costs under the contract are based on the assumption that no power will 
be used by the Commission during the 2-year notice period. 


2. Cost at end of notice period 


In addition to the above payments during the notice period, the Commission 
would be liable for a termination charge payable after the notice period and com- 
puted in accordance with a table set forth in the contract. This charge is 
expressed in terms of a modified demand charge for a period of months after 
termination which diminishes rapidly from a maximum of 28 months in the 
earliest vears of the contract to 0 months where notice of termination is delivered 
during or after the 11th vear of full-scale operation. 

These termination charges have been computed on the reasonably optimistic 
assumption that the load growth of the sponsoring companies’ systems will con- 
tinue at the rate of 6 percent per year, compounded annually, which is the equiv- 
alent to a doubling of their total peak load approximately every 12 years. The 
contract further provides that in the event that the load growth of the combined 
systems prior to termination of the contract actually exceeds the 6-percent rate 
of growth there will be an appropriate reduction in the termination charges 
payable by the Commission. 

The AEC load will represent each year an increasingly smaller percentage of 
the total load of the combined systems of the sponsoring companies; as this ratio 
grows smaller the capacity utilized to provide the power needs of AEC can be 
more rapidly turned to other users. The rapid reduction in termination charges 
during the first 10 years of full operation under the contract reflects this fact. 
The Commission has the right under the contract to make a partial reduction 
rather than a complete cancellation in its power demand. Since smaller reduc- 
tions in power demand could be absorbed more rapidly by the utility companies 
than the full contract demand, the charges are much less for smaller reductions. 
For example, if AEC were to make a partial reduction in the amount of one-half 
the contract demand or 900,000 kilowatts, the maximum AEC liability for such 
reduction is estimated at $51,557,000. 


8. Costs for fuel supply curtailments 


In the event of cancellation, or reduction, it may be necessary for OVEC to 
curtail the delivery of fuel and to pay the costs and fixed charges for extending 
the delivery schedules under these contracts. The contract provides that any 
such costs will be reimbursed by the Commission. The contract also provides 
however, that the Commission shall have the right. to approve the cancellation 
provisions of any contract for the supply of fuel for a term exceeding 1 year 
Furthermore, the contract obliges OVEC to exercise every reasonable effort to 
reduce these costs to a minimum by continuing long-term fuel supply contracts 
to the fullest amount consistent with the fuel requirements of the new generating 
stations after termination of OVEC’s contract with the Commission, and by 
arranging with the sponsoring companies where feasible to utilize the fuel made 
available as a result of such termination. 


4. Other provisions 
Provision is also made in the OVEC contract for cancellation by the Commission 


prior to completion and full-scale operation of the new generating stations. The 
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cancellation cost in such event is reflected in the table be ~ show the estimated 
maximum liability for cancellation costs under the contract he cancellati 
costs for termination prior to completion of the new generating stations increas 
roughly in proportion to the amount which has be vested by the compar 
in the construction of generating facilities, but do not at any time exceed the 
maximum cancellation costs which would be payable by the Commission f 
cancellation of the contract immediately after completion and full-scale operat 

of the facilities. 

The following is a table showing the maximum estimated cancellation c 
under the OVEC contract for each vear of the 25-vear contract term based on 
currently estimated costs of construction and operation Should actual costs be 
higher or lower than presently estimated the cancellation costs would be inereased 
or decreased to reflect such upward or downward adjustment 
Table of estimated « wncellatior ost O/ » Va ey Ele tric ¢ ry ( tr f A‘ ( 

1530 dated Oct. 15, 1952 (assumes full-scale operatior f generating statior n 

June 1, 1956) 

Pg r |} : 

Year of | Cancellation | Cancellation | Cost dur Cost at end |, = ta 

full-scale | notice given is effective g notice fn t aoe ARC 4 

operation on on period period ; : ella 
a 

Aug 1, 195 0 | 5 $40, 000, OK $4 100. 000 
June 30,1954 | June 2, 000 465, 877, 000 | $7, 836, OO 0 1 BSH OK 
June 30, 1955 June 5, O00 66, 166, 001 132, OOK ( 125. 42 ux 
l June 30, 195¢ June 000 66. 528. OO 4. 448, 84 $1. ¢ WK ) R4 
2 | June 30,1957 | June 000 64, 152. OOK 4. 447, OOK 1. 635. OOK 25S OOK 
3 June 30,1958 | June 000 59, 400, 00 + ( wn 1.¢ rr 120 Ons 
4 June 30,1959 | June , 000 54. 648, 006 729. 000 1, 635, 000 7 036. 000 
5 | June 30,1960 | June , 000 49. 806. OOK $12 " 1. 635. OO 121. OF ux 
¢ June 30,1961 | June , OO 42, 768, 006 13, 118, 000 1, 635, 000 | 114, 545, 000 
7 |} June 30,1962 | June , 000 5 000 | 12, 825, 000 635.000 | 107. 124. 000 
8 June 30,1963 | June 000 28, 5 WK 12, 631, 000 l 0 0. 802. 000 
9 ..| June 30, 1964 | June 24, OK 21, 384, 000 | 12, 244, 00 1. ¢ 000 92, 287, OOK 
10 June 30,1965 | June 000 11, 880, OOK Ll, M47, OOK 1. f 000 82 486. 000 
ll June 30, 1966 | June , 000 0 | 11, 683, 000 1, 635, 000 70. 342. 000 
12 | June 30,1967 | June 3 000 11, 473. 000 1, 635, 000 ), 132. 000 
13 June 30,1968 | June : 24, 000 ) | 11, 300, 006 Oo 69. 959. OOK 
14 June 30,1969 | June c 24, 000 ( 7. 047. 000 1, 635, 000 t *. OOK 
15 June 30,1970 | June 3 24, 000 ) 3. 636, 000 1, 635, 000 62, 205. 000 
16 June 30,1971 | June 3 . 000 0 0 1, 635, 000 5S. 650. 00K 
17 June 30, 197 June , 000 ( 0 1, 635, 000 5S. 659. OOK 
18 June 30,1973 | June 24, 000 ( ) 1, 635, 006 BR. 659. OOK 
19 June 30,1974 | June , 000 0 0 1, 635, 000 5S 659. 000 
20 June 30,1975 | June 3 , 000 ( 0 1, 635, 006 8. 659. 000 
21 June 30, Ii Oct , 000 0 ( 1.0 OOK OOK 
22... June 30,1977 | Oct. }, 000 0 { 239, 000 8 5, 000 





1 Assumes that following date of notice of cancellation no energy is taken by AEC and that AEC pays 
“‘modified’’ demand charges—normal] demand charges adju I t 
insurance, and fuel 

? Assumes no energy taken by AE‘ i sponsoring companies during notice I 
deliveries of fue) will not be effected until 48 months after date of such notice as permitted under curtailment 
provision of fuel-supply contracts 

3 Assumes that replacements up to the maximum liability accrued under contract to date of notice have 
been made prior to date of notice of cancellation 

4 These estimates are based on preliminary assumptions and therefore the figures shown cannot be cor 
strued as absolute. Cancellation costs cannot be accurately estimated for year ad vance since they ar 
based on costs which in turn are based on current construction labor, materia], and equipment «¢ 
Should actual costs be higher or lower than presently estimated the cancellation costs would be increase 
or decreased to reflect such adjustments 

’ Amount shown is maximum liability as of Aug. 1, 1953, as specified in contract. 








DESCRIPTION OF CONTRACT WITH ELECTRIC ENERGY, INC. 


Electric Energy, Inc., was formed in 1951 by a group of five utility companies 
in the midcentral area of the United States for the purpose of constructing a new 
generating station at Joppa, Ill., and of supplying power to the gaseous diffusion 
plant at Paducah, Ky., which had been authorized by the Congress in the Second 
Supplemental Appropriation Act, 1951. On May 4, 1951, the Commission entered 
into a long-term contract with EEI for the supply of 500,000 kilowatts to the Pa 
ducah installation, representing 50 percent of the power requirements of that 
installation. The balance of the power was to be supplied by TVA. Construc 
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tion of the new station at Joppa, Ill., containing 4 generatir units of 161,000 
kilowatts ea is expected to be completed | November 1, 1953 
It is proposed that the existing contract with EEI be superseded by a new 
ce tra descr Yi low A 
| »} il iu I oO dD t} Congres n the Si pplemer ul A ation 
\ LOS or a fur r expa ion of the aseous d ision ta if in, 
kK t ( on ente into negotiations with EE] for an addit 000 
t yr 2 rm nt of the addit l po I ( ents fi e@ exp on 
ft ti Pa pla On October 14, 1952, the Co issi entered into an 
interim ageret ri nder which EEI agreed to initiate construction of 2 more 
ting units in the Joppa station to provide the necessary additional electric 
power generat capacit ‘I interim agreement provides that the Commission 
will rie la har August 1, 1953, s ipject to necessar legislative authorization 
by the Coner r into a definitive contract for 25 vears superseding t] isting 
contract with EEI for 500,000 kilowatts and providing for an additional 235,000 
kilowatt his agr ent further provides that if legislative authority is not 
received by August 1, 1953, the Commission ill pav the compar for net costs 
incurred in proceed with performance of the agreement Che maximum lia- 
bilit howe lin d to $7,500,000 The proposed definitive contract, which 
] been negotiated in detail, is attached as an appel lix to the interim agreement 


and is to be executed in substantially the form of that attachment 





The Commis has the option of extending the contract after the initial 25- 
year period for such additional period as may be necessary to meet its require- 





ments at the rates provided in the contract adjusted to give full credit to the 
Government for the reduction or elimination of interest and amortization cl 


on borrowed capital during the previous period of the c 





( 
ihe estimated electric power rates payable by the Commission for power to 
be delivered under the proposed defin h EFI from the new gen- 


i’il t 

erating station being constructed by [ is 4.16 mills per kilowatt hour Chis 
rate consists of a “demand charge’”’ of 2.21 mills per kilowatt hour at 95 percent 
load factor (equivalent to $1.53 per kilowatt-month) representing fixed charges 
and operating expenses on that portion of the total capacity of the new station 
necessary to meet the Commission’s power requirements, an “energy charge’’ 
of 1.91 mills per kilowatt hour to cover fuel costs, plus the cost of replacements 
less the credit given AEC for the use of AEC capacity. The estimated demand 
and energy charges are based on present estimates as to the cost of the new gen- 
erating facilities and operating expenses, including coal costs, and will be adjusted 
under the terms of the contract to reflect any changes—upward or downward— in 
the actual cost of these items 

Cancellation provisions under the proposed definitive contract with EEI differ 
somewhat in respect to cancellation of the first 500,000 kilowatts of power and the 
235,000 kilowatts of additional power provided for in the new agreement. With 
respect to both amounts, the cancellation provisions reflect, in addition to the 
estimated length of time required for the absorption by the company of the gen- 
erating capacity made available through cancellation, anticipated loss to the 
company occasioned by the rapid construction of its facilities under pressure of a 
national emergency at a location not readily suitable to the efficient disposition 
of the power output of the new generating station to commercial markets 





1. Cancellation with respect to 500,000 kilowatts 


The Commission may cancel the contract at any time after full-scale operation 
with respect to 500,000 kilowatts of its total power demand upon 1 year’s notice 


of cancellation. During the l-year-notice period the Commission is entitled to 
receive power at the rates provided in the contract, but is liable only for the 
demand charge in the event that power is not used. It will be noted that in the 


tables below showing the Commission’s estimated maximum liability for cancella- 
tion costs under the contract there has been included the demand charg » for the 
full notice period. In addition to payments during the notice period, the Com- 
mission would pay to the company as a termination charge the amount obtained 


by deducting from 28 percent of the actual cost to the company of the first 4 units 
and related transmission lines and other related facilities as shown on its books, 
the amount of company’s long-term indebtedness as defined in the original con- 
tract which shall have been retired up to the effective date of such cancellation. 
For the purpose of such computation, the amount of such long-term indebtedness 
to be deducted shall be not less than the amount which would have been retired 


on a level debt service basis, with interest at the rate of 3 percent per annum, 





iuring the notice perio 


it is Hable o for the i ( 

addition, the Con S10 is hat ’ P d +f 

I ughout the lif of ti co ‘ 
ich vear of the e ct oO ta ' 


maximum cancellation costs ut the « ret 
The cance 

















) prov ms res 2 > Of | : 
ower reflect the fact that the probler compa i 9 1 
235,000 kilowatts of power is superimy ion t pr ley eh 4 } 
would have it osing e first 500.000 at if 
cancellation of entire co xu 
Provision is also mad the EEI contract agai the po tw of can . 
by the Commission prior to completion a full-scale operat 
ing station. In the event of such early cancellatio ) e Commiss he ¢ 
mission is required to r e EFI for all cost ch have been ine ed ' 
the contract less the fair value of propert yr ass tht ersta g at 
the deduction for fair value shall not exeeed 72 percent of 
al 4 
The following is a table s I the iximu ect ted can , ‘ 
under the EEI eontract for eacl ir of the 25- ontract ter ba 
rently estimated costs of construct and operatior S! 1 actual costs be 
higher or lower than presently estimated ( ( ation « / 1 be incr i 
or decreased to reflect sucl up ird or downward adjustment. 
Table of estimated cancellatior , I y {7 
LO-—1 14581 dated O 14, 195 . j 
on July PO 194 
FOR CANCELLATION OF TOTAL CONTRACT. 735.000 KILOWATT DEM 
Cancella i I ate ' 
Year of full Cancellation | of entire con Cost durin: ( t at end ¢ for re i 
seale opera- notice given tract demand notice tice t er 
tion yn $s eliective period pe i iur I ‘ 
Immediately prior to completion of generat- 
ing stat SHR. 609 
1 July 1, 1955 6 $21. 961. 000 6. 9 S570 (K ) y 
l June 30, 1956 21. O61. Oo 31, 000 “ 6. 2 ‘ 
2 June 30, 1957 21,9 " 9, RHO, OOK », 00 109 
3 June 30, 1958 21, 961, 000 9 } y) B79 (1) 43 4 
{ Tune 30, 1959 1 961, 000 21, 932, OO 0 (MN ; 
5 June 30, 1860 91.9 On R54 1 OO 1 WO 
6 June 30, 1961 21 ) 702 , 
7 June 30, 1962 271.9 ) » 474 v) 
8 Tune 30. 196 19, 720, OO 14 81, 000 
9 June 30, 1964 19, 720, 0 144 7 dn AR ( 
10 June 30, 19¢ 19, 7% ) ‘7 ~ 
11 June 30, 1966 19. 720. 000 ‘ ) 9) 
12 June 30, 1967 » 720. OK QR 
13 June 30 1988 17 4 Th y ‘ 9 2 
14 June 30, 1999 17. 479 ) ) 
15 June 30, 1970 17. 479. 0 9 "i 
16 June 30, 1971 17. 479. 00K 756, Of 156, OO 19 00 
17 June 30. 1972 17. 479.0 l ‘ Wy $56. OOF 
18 June 30 i179. 0 ‘ i 
19 June 30, 1974 12, 99 ) 25 OK 
my) Tune 1). 1075 1? 007.0 1) ® 
2 Jur 30, 197¢ 12. G97. OK 9 uM 13. M 
22 June 30, 1977 4 12. 99 q I “y 13. 435. 000 
See footnotes at end of table, p. 38 
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Table of estimated cancellation cost, Electric Energy, Inc., interim agreement AT: 
,0—1)-1531 dated Oct. 14, 1952 (assumes full scale operation of generating station 
on July 1, 1956 Continued 


FOR CANCELLATION OF INITIAL 500,000-KILOWATT DEMAND 


Cancellation Estimated > 
Year of full Cancellation | of entire con- | Cost during | Cost at end | cost for re- Estimated 
cale opera- notice given | tract demand notice of notice placements 808 al AEC 
tion on is effective period ? period during notice cancell eo 
on period ? cost 
ome a piles — cepreentetpanincaettllp | eninge 


Immediately prior to completion of generat- 























station § $38, 923, 000 23, 000 
1 \ 1, 1955 July 1, 1956 $8, 515, 000 24, 856, 000 $211, 000 00 
1 Tune 30. 1956 June 30, 1957 8, 515, 000 21, 953, 000 211, 000 ux 
2 June 30,1957 | June 30, 1958 8, 515, 000 18, 963, 000 211, 000 27, 689, NO 
June 30, 1958 June 30, 1959 8. 515, 000 15, 883, 000 211, 000 24, 609, OO 
4 a June 30.1959 | June 30, 1960 8, 515, 000 12, 709, 000 211, 000 91, 435, OM 
F June 30, 1960 June 30, 1961 8, 515, 000 9, 439, 000 211, 000 18, 165. OK 
6 June 30,1961 | June 30, 1962 8 515, 000 6, 071, 000 211, 000 14 oor 
7 June 10. 1962 June 30, 1963 8 5, 000 2. 600. 000 211. 000 ll , 000 
x June ,0, 1963 June 30. 1964 8, 515, 000 211. 000 . » OO 
9 June 30.1964 | June 30, 1965 8. 515, 000 ( 211, 000 8 ux 
10 June 0, 1965 June 30. 1966 8. 515. 000 0 211. 000 ~ uy 
ll June 30.1966 | June 30, 1967 &, 515, 000 0 211. 000 R , 000 
12 June 30,1967 | June 30, 1968 &, 515, 000 0 211, 000 8, 726, 000 
13 June 30.1968 | June 30, 1960 8, 515, 000 0 211, 000 8. 726, 000 
14 June 30, 1969 June 30, 1970 8, 515, 000 0 211, 000 8, 726, 000 
l June 30,1970 | June 30,1 8, 515, 000 0 211, 000 8, 726, OO 
1¢ June 30, 1971 0), 197 8, 515, 000 0 211, 000 8, 726. 000 
17 June 30,1972 40, 197 8, 515, 000 ( 211, 000 R. 796. OM 
18 June 30, 197 40, 1974 8, 515, 000 0 211. 000 8, 726, OM 
19 June 30,1974 40, 1975 &, 515, 000 0 211, 000 8, 726, OOK 
20 June 30,1975 1), 1O7¢ &, 515, 000 0 211. 000 8, 726. 000 
21 June 30. 197¢ 0, 1977 8, 515, 000 0 211. 000 8. 726. 000 
2 June 30,1977 | June 30, 1978 8, 515, 000 0 211. 000 & 726. 000 

FOR CANCELLATION OF EXPANSION 235,000-KILOWATT DEMAND 
| Aug. 1, 1953 | .| % $7, 500, 000 ® $7, 500, OO 

Immediately prior to completion of generat 

ing statior 5 20. 686, 000 3 000 
l July 1, 1955 July 1, 1958 $13, 446, 000 12 , 000 $368, 000 10 § 000 
1 June 30,1956 | June 30, 19459 13, 446, 000 l 000 368, 000 2, OOK 
2 June 30,1957 | June 30, 1960 13, 446, 000 , 000 368, 000 00f 
3 June 30,1958 | June 30, 1961 13, 446, 000 3. 000 368, 000 , OOK 
4 June 30,1959 | June 30, 1962 13, 446, 000 3, 000 368, 000 OO 
5 June 30,1960 | June 30,1963 13, 446, 000 , 000 368, 000 000 
6 June 30, 1961 June 30, 1964 13, 446, 000 000 368, 000 Ont 
7 June 30,1962 | June 30, 1965 13, 446, 000 , 000 368, 000 000 
8 June 30,1963 | Dec. 31, 1965 | 11, 205, 000 , 000 306, 000 5, OOF 
9 June 30, 1964 Dec. 31, 1966 11, 205, 000 , 000 306, 000 , 000 
10 June 30. 1965 Dec. 31, 1967 11, 205, 000 5, 000 306, 000 16, 286, 000 
11 June 30, 1966 Dec. 31, 1968 11, 205, 000 000 306, 000 15, 650, 000 
12 June 30,1967 | Dec. 31, 1969 11, 205, 000 , 000 306, 000 15, 049, 000 
13 June 30,1968 | June 30,1970 &, 064, 000 . 000 245, 000 12, 482, 000 
14 June 30,1969 | June 30, 1971 8, 964, 000 , 000 245, 000 11, 934, 000 
15 June 30,1970 | June 30,1972 8, 964, 000 000 | 245, 000 11, 428, 000 
16 June 30,1971 | June 30, 1973 | 8, 964, 000 }, 000 245, 000 10, 965, 000 
17 June 30,1972 | June 30,1974 8, 964, 000 , 000 245, 000 10, 550, 000 
18_.. June 30,1973 | June 30,1975 | 8, 964, 000 000 245, 000 10, 184, 000 
19 June 30,1974 | June 30,1976 | 4, 482, 000 000 22, 000 5, 399, 000 
20... June 30,1975 | June 30,1977 | 4, 482, 000 , 000 122, 000 5, 110, 000 
21 June 30,1976 | June 30,1977 | 4, 482, 000 , 000 122, 000 4, 879, 000 
22 June 30,1977 | June 30,1978 4, 482, 000 , 000 122, 000 4, 709, 000 


! 

1 Sum of costs computed separately for base and expansion contracts 

2 Assumes that following date of notice of cancellation no energy is taken by AEC. 

3 Assumes that replacements up to the maximum liability accrued under contract to date of notice have 
been made prior to date of notice of cancellation. 

4 These estimates are based on preliminary assumptions and therefore the figures shown cannot be con- 
strued as absolute. Cancellation costs cannot be accurately estimated for years in advance since they are 
based on costs which in turn are based on current construction labor, material, and equipment costs. Should 
actual costs be higher or lower than presently estimated the cancellation costs would be increased or 
decreased to reflect such adjustments 

’ Amount shown is the estimated maximum cost of cancellation for the period immediately prior to full- 
scale commercial operation of all 6 units in generating station. Possible cancellation charges during con- 
struction period have not been calculated since such costs will be dependent on the expenditures made or 
committed to be made less the ‘‘fair value’’ of the property or assets represented by such expenditures. 

6 Not applicable. See dates for cancellation of 500,000 kilowatts and 235,000 kilowatts on following pages 

? This is the estimated cost of cancellation applicable to all 6 generators in the station if notice of can- 
cellation is given on July 1, 1955, the estimated date of full-scale commercial operation of the generating 
station 

§ This is the estimated cost of cancellation applicable to the first 4 generators in the station if notice of 
cancellation is given on July 1, 1955, the estimated date of full-scale commercial operation of all 6 units in 
the generating station 

* Maximum liability as of August 1, 1953, is $7,500,000 as specified in interim agreement 

1 This is the estimated cost of cancellation applicable to the fifth and sixth generators in the station if 
notice of cancellation is given on July 1, 1955, the estimated date of full scale commercial operation of all 6 
units in the generating station. 
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DESCRIPTION OF TENNESSEE VALLE’ UTHORITY ¢ NTRACTS 
The Tennessee Valley Authority has supplied the major portion of the : 
power requirements of the Oak Ridge are a since constru in waa started on these 
atomic-energy facilities by the Manhattan Engineer District 1943 and subse 
quently expanded in 1949 and 1950 The remaining power 1 rem f Oak 
Ridge have been supplied from the Comn ion’s owned and operated generat 





plant built by the Manhattan Engineer District 








In 1951, after selection of Padue:s Ky., as the the ne gaseou 
sion plant authorized in the Second Supplemental Appropriation Act, 1951, tl 
Commission entered into agreements with Tennessee Vallev Authorit and EI 
tric Energy, Inc., for each to supply 50 percent or 500,000 kilowatts of the power 
requirements of the new site 

Following congressional approval of the 1952 expansion program, the mis 
sion requested TVA to supply the additional power required at Oak Ridg r} 
total Oak Ridge load to be supplied bv TY \. including re juirements for the 1952 


expansion program, is estimated at 1,730,000 kilowatt 

For the Paducah 1952 expansion, authorized by the Congress in the Supplemen- 
tal Appropriation Act, 1953, EEI and TVA were requested to submit proposals. 
After analysis of these proposals, TVA was requested to supply 75 percent of the 
new power requirements or 705,000 kilowatts, and EEI was requested to supply 
25 percent or 235,000 kilowatts. 

Thus, the total power requirement from TVA for both Oak Ridge and Paducah 
is 2,935,000 kilowatts. The estimated electric-power rates payable by the 
mission for power to be delivered under the contracts with TVA are as follows, 
including cost adjustments to January 1953 conditior 


Load (thor oem 
sand watt watts | a 
D i Ene 
Oak Ridge _. 70K $1. OF 1 44 2 , 
Oak Ridge expansion i 1, 030 LF 1. 6 2 37 ‘ 
Paducah base. “i 113 6 2 x 43 
Paducah expansion 705 1.1 6 2. 2 
Paducah combined. .. 1, 205 1.14 1. 64 2. 2 “4 


Provisions for cancellation are part of the TVA contracts for the supply of 
power. In the event power requirements are terminated, the Commission must 
give prior written notice of from 48 to 51 months. During this notice period, the 
Commission has the right to continue to use energy at the rates provided in the 
agreements. If no energy is used during this notice period, the Commission 
must continue to pay the demand charges on a diminishing schedule until the 
effective date of cancellation. The cost of terminating coal contracts entered 
into by TVA for the coal required to generate the energy under the expansion 
program must also be paid by the Commission. The estimated maximum cancel- 
lation costs for the total of 2,935,000 kilowatts to be supplied by TVA which would 
be payable by the Commission in the event of complete termination of these 
loads on the date of notice of cancellation is shown in the following table. These 
estimates are based on present construction indexes and labor rates and are 
subject to adjustment (upward and downward) in the event of change. 


Oak Ridge: 


Base contract _- 7 $26, 000, 000 
Expansion contract ; 14, 000, 000 

Paducah: 
Base and expansion contract 52, 000, 000 
Provision for coal-contract cancellation 9, 000, 000 
Total _ _ a s 131, 000, 000 


The notice period is TVA’s estimate of the time required to absorb the AEC 
load. During the absorption period TVA, like any utility, is burdened with 
fixed charges and is required by law to repay its investment to the Treasury. This 
requirement is fully explained TVA letters of May 23, 1952, and January 12, 1953 
(attachment B). These cancellation charges have been computed to cover that 
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portion of TVA’s fixed and operating costs estimated to be incurred during the 
absorption period for that part of the AEC load which cannot be absorbed 
immediately. In the event it is possible to continue the use of power in accordance 
with the TVA estimated absorption schedule after notice, and reduce AK‘ 
requirements to corre spond, there would be no 





‘ellation cost 


ESTIMATED MAXIMUM CANCELLATION LIABILITIES OF ELECTRIC-UTILITY-POWER 
CONTRACTS \FTI FULL-SCALI OPERATION OF OAK RIDGE, PADUCAH, AND 
PORTSMOUTH PI NTS 


The maximum cancellation liabilitic for these power contracts ba ed on esti 
mates of current construction costs and current labor costs, if this proposed lar 
guage is adopted by the Congress, will total approximately $339.2 millior Lhe 
contracts with the power suppliers provide, however, that if these estimated plant 
costs are not realized, the cancellation costs will be correspondingly adjusted 

The above cancellation charge issume that no energy is taken immediately 
after the notice of cancellation is delivered to the utiliti Che contracts, how- 


ever, provide for the ise of power by the Commission up to the effect e date of 





cancellation, in wi event tl tot iuncellation charge shov vould be 
reduced according to the quantities of power actually used in AEC operations 
dur y ti t per od 








UNITED St 3; AToMi ] E} ( MMISSIO 
Wasi dD. ¢ Oct 1 1952 
Hon. CLARENt ( INO 
Cha ( ul lppror lions 
Ho f Repre la 
DeaR Mr. CANNON Che Supplemental Appropriatior Act 1953 vi 
appropriated am nts to cove Iditic il expa or the itomic ene 
program tains I ul r rut riz the Atom | r ( n t it 
t ic -té n cont ( ror iectric tility er ce in ¢o ectior vit 1¢ I 
é LnSloO ( the Commission's production tf ilities bore cludes 
p s1¢ limiti to Sof MUO t ( tingen iabilit nh the Commissk 
ma indertal to pa ss costs Of ca ellation of these elect itilitv contrac 
We advised the C ess at the time of passage of the t that the un I 
$57 million would not e suthcient to cover the cont ( t ca ellatior apt 
which the Commission would be required to assume ultimately i egotiatior 
of contracts for the very large quantities of power req he expans 
and that the 83d Congress would be requested or re se ti 


req rements 





nount upor the Commission’s presentation ol 





cancellation costs after 





mpletion of the power negotiations We further 





outlined a plan under which the Commission would enter into tentative contracts 


for the supply of its power requirements and would apply the $57 million amor 
the various power contracts in such manner that the various utilities could be 
induced to commence construction of the necessary facilities and the aggregate 
liabilitv of the Commission under these tentative contracts would not exceed 
$57 million. The necessity for such a plan of action was recognized by Members 
of the Congress in discussions on our appropriation bill 

The new U-235 production facilities authorized for construction in the suppl 
mental appropriation act are to be placed in operation as completed i he electric 


power requirements for these initial operations must be secured as interim power 


ol ot the limited reserves of the interconnected power svs s as the |[ 


production facilities are scheduled to be constructed faster than it is possible t 


construct the new power generating facilities that will u 


Assuming immediate initiation of power statio! design and procurement of 


generating equipment and with 

fast as practicable, the interim power requirements for the new U-—235 facili 

will probably exceed a total of 1 million kilowatts during the fall of 1954. Dela 
: . 


imatel supply the need 


construction starti soon and conti l! 








in the power facilities constructior program wou of course, increase these interin 


] 1 


1 interim power couia 





requirements and, assuming that increased amounts of such 
be secured, which is doubtful, the cost would be several times the cost of the power 
to be supplied from the new facilities constructed for tbis use It was necessary 
therefore to proceed expeditiously with negotiation of power supply contracts so 
that constructior oO i be initiated. 

The Commission } now completed negotiations with a group ot 15 utility 


companies in the north central area for the supply of 1.8 1 








lion kilowatts of 
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nower to the new gaseous diffusion plant near Port th ( 
arrangements contemplat« tl these c panies c 
the Ohio Valley Flectrie Corp., which will enter a contract with 4 ‘ : 
mission to furnish the power require¢ This compan. es ; at 
with the construction of the necessary fa { 
expected to approximate S350 n } It 
requirements, it has been necessary to i le the tract a DI 
less the Commission is aut . prior t 1 10 
for the total contingent ane I 
under the contract, the contra 
required to pay the company for ( 
of the cor tract t { at } \ 
‘onstructior In pla \ } } ‘ ail , . d : = 
maximum obligation of t ( . 
August 1, 19538 
Negotiations have also bee ( 1 ed h | Tt 
of 50 percent of the present po ry : P 1 
furnish an additional 235,000 kilowat e . 
its original faciliti " h ar pproa 
Inec., will proceed in iA ake S p 
facilities, estimated to cost DI yximat ¢ 
with Electric Enerev. Ir : alen lud 7, ‘ ‘ 
sion is authorized by Au 1. 1953. t ‘ 
which may ultimately om 1e ul \ } 
negotiated, the Commission will pay ] ty Ene 
in proceeding wit! l I ( ) ut i \ 
received and constr yn in place, whict remain the pr rt he comy : 
The maximum liability of the Commissio I 1 to 8$7.500.000 
August 1, 1953 , 
In addition to these two contracts, the 
with Tennessee Valley Authority for the supply of an a tional 705.000 
of power to the Paducah plant and an ad iS oe O50 000 
the expansion at Oak Ride -inee the (¢ j } VA 
sufficient to permit IVA to proceed +} net tir 
required, ‘TVA has been al oO proceed with cc ' 
of a contract at this tim No cance tion cor tments to T\ 
taken which would cause ft 1X ‘ ( 2 
tion costs, uncer all power c« tered ‘ , 
program, to exceed $57 mi prior to A 1, 1! 
We hope to execute the int ’ ’ tract +} ( \ , 
and Electric Fnereyv, Inc., within the next w k or 10 It 
quest legislation early in the next st of C "e } 
limitations contained in the supplementa DDI riatio ta ant chia 
presentation to the Con: S f “ P . We 
would welcome an opportunity at : time to go over t] bre 


in detail. 
Similar letters have been sent to Senators McKellar and Mavba and Repre- 
sentatives ‘Thomas and Durham 
Sincerely yours, 


TENNESSEE VALLEY AUTHORITY, 
Chattanooga, Tenr January 1 19 
Mr. Ricuarp W. Cook, 
Director, Division of Product on, 
United States Atomic Energy Commissior 


Dear Mr. Coox: You have asked me to summarize TVA’s position on th 
need to include in the contracts now under negotiation | ee! C and YA, 
for power supply for the expansion now under way at the Oak Ridge and Paduca 
facilities of AEC, provisions designed to protect VA in the event that AR 
should, without extended prior notice to TVA, discontinue using the power 
capacity reserved for it 

As pointed out in my letter to Mr. S. R. Sapirie of May 23, 1952, with wl 
you are familiar, the primary reason for such provisions is that they are essentia 
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f TVA is to serve AEC on a businesslike basis, and TVA is required by law to 
operate on such a basis. 
There are few fields in which so large an investment is required per dollar of 


revenue as in the se of electric power supply. You have requested TVA to 
supply AEC with 1,735,000 kilowatts of power at Oak Ridge and Paducah for the 
expansion he isaide alone. This will require the construction and reservation 
for AEC of generating capacity and associated transmission capacity costing 
about a third of a billion dollars. TVA is financing all of this construction from 
appropriations made by the Congress, but subject to the requirement that the 
appropriation be paid back within 40 vears. TVA will pay the money back from 


the revenues it receives from sale of the power. The rates proposed to the AEC 
are based on the carrying costs of such investment assuming long years of continu- 
ous operation. To make such rates possible we must have assurance that the 
capacity will be used and paid for year after year, or that in the event of termina- 
tion we will be given adequate advance notice or, if termination is sudden, that the 
capacity costs will continue to be paid during the period in which another marked 
is being found for the power. 

Because of the rapid rate of growth of normal power demands in the Tennessee 
Valley area, we have been willing to assume that upon release of the power by AEC 
only a relatively few years would be required before this capacity could be ab- 
sorbed. But in 1955 the AEC loads will be half as large as the sum of all other 
loads on the TVA system, and large » as the system is, we would need to have a 
reasonable opportunity to find other uses for large blocks of power released by 
AEC. 

I want to stress here, as I did in my letter to Mr. Sapirie, that the form of 
termination arrangements which we have proposed would not require AEC to 
pay TVA a dollar for capacity it did not use if AEC reduced its load, after reason- 
able notice, in 2 or 3 well-spaced steps during the few years allowed for the absorp- 
tion of the released capacity by other TVA customers. We seek protection only 
against the contingency of a sudden termination of AEC loads. 

Continuation of capacity charges following a sudden termination is a payment 
for a service, the service of making capacity available in the full amount as long as 
it was desired. Essentially this is no different from the regular monthly power 
bill which is also a payment for a service. It would be just as much a breach of 
sound business practice to waive the payment of capacity charges where they 
are due as it would be to waive payment for power delivered and used. Such 
charges therefore go to the heart of the question whether TVA is to operate asa 
business organization. That this is the intent of Congress has been made clear 
from the very beginning. TVA was required by section 14 of the act to keep 
complete account of its costs and to sell power at rates which would make the 
TVA power projects self-supporting and self-liquidating. It is obvious that if a 
third of TVA’s capacity is rendered idle by AEC and TVA receives no compensa- 
tion for the idle capacity, the TVA investment cannot be self-supporting and self- 
liquidating. In recent years Congress has gone further and required TVA to 
repay to the Treasury over a 40-year period, from net income, the appropriated 
funds invested in power projects. It is obvious that TVA cannot comply with 
this congressional mandate if, suddenly, all income is lost from a third of its total 
capacity. There is no suggestion in the provisions establishing the repayment 
requirement that TVA would be excused from this requirement should the 
national defense establishments of the Government suddenly cease using the 
large quantities of power reserved for them. The AEC load is so large in relation 
to TVA’s total load that if AEC should cancel its power contract without providing 
for reasonable payments to TVA during the period in which the TVA system 
absorbed the capacity thus rendered idle, the impact on TVA’s financial position, 
on its record of sound and successful operation, and on its ability to comply 
with congressional requirements, could have serious consequences. 

It is true, of course, that the payments by AEC to TVA under the termination 
arrangements (like the payment for other power bills) is in a sense the payment 
by the Federal Government from one pocket to another. However, such pay- 
ments enable Congress and the public to appraise correctly the costs of the pro- 
grams of the respective agencies. Without capacity charges during the period of 
nonuse TVA would in effect be assuming costs for a part of the AEC program. 
If the AEC and TVA programs are to reflect their own costs accurately a charge 
in accordance with business standards is essential. The payment of such a charge 
would cost the Federal Treasury nothing in balance. It not only would be con- 
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sistent with the financial policies established by the Congress for TVA’s power 
operations but also, since TVA would receive and account under its Act for 
payment made by AEC, the payment would serve to reflect properly the respe 
tive costs and income of AEC and TVA 
I hope this letter will help to clarify this ] 
let me know if there is anything more that we 
Very truly yours, 


of our arrangements Please 





0 to help dispose Of this mat 


TENNESSEE VALLEY AUTHORITY, 

G. O. WessenaverR, Manager of Power 

TENNESSEE VALLEY AUTHORITY 
Chattanooga, Tenn.. May 23. 195 


Mr. S. R. Saprrie, 
Manager, Oak Ridge Operations, United States Atomic Energy Commissior 
Oak Ridge Tenn 


DEAR MR. SapirigE: In accordance with your request, we are writing to sum 
marize briefly the need for the type of cancellation provisions we have discussed ir 
connection with our arrangements for power supply 

TVA is required by law to carry on its power operations on a sound business 
basis. It is required by law to provide for regular amortization of its investment 
in power facilities and is expected to earn a fairly regular return on that investment 
Requests for funds for additional power facilities are justified to Congress on the 
basis that the power is needed and that its sale would bring in revenues adequate 
to cover amortization and to earn a return of about 4 percent on the investment 
Our contractual arrangements, therefore, are designed to provide the necessary 
revenues for that purpose. When generating capacity is used to supply power 
the revenues from the sale of the power cover the earnings requirements imposed 
upon TVA. When a contract is canceled, it takes time to find another market 
Cancellation provisions cover charges which should be borne by the customer 
over a reasonable period required by TVA in obtaining another market. Obvi 
ously, the problem of finding another user for a block of power is more diffic 
and takes longer if the quantitites being relinquished are very large 

With the proposed expansion of AEC’s power requirements, one-third of ou: 
system capacity at the end of 1955 will be devoted to supplying power to AE‘ 
This means that if the use of power at your projects were to cease at that time 
the other loads on the TVA system would have to increase 50 percent to absorb 
the supply. 

The demand charge component in our price to you for power covers costs which 
continue whether the capacity is used or not. Therefore, as indicated above, eve 
if AEC suspends power use, TVA must arrange to continue to collect the demand 
charges for the capacity that has been provided, until other consumers are found 
who will take on the obligation through purchase of the power. 

The period in which cancellation charges must be collected depends on the 
assumptions made as to the time required to find other markets. In view of the 
record of very rapid growth in use of TVA power, TVA is willing to make ver 
optimistic assumptions as to the development of new markets in fixing limitati 
on AEC’s obligations. 

In order that AEC may know the extent of its ot 
can be made to meet them, it is desirable to establish a sched luction i 
the contract demands following notice of cancellation. However, it is also desir 
able to permit somewhat more rapid reduction in the contract demand, if 
circumstances should make that possible for TVA, and to recognize 
schedules probably can be modified to advantage by agreement wher 
comes. 

You understand, of course, that the form of cancellation charge which has bee 
suggested would not require any payment from AEC for capacity it did not uss 
it tapered off its load over the period of years required f 
TVA customers of the capacity contracted for by Ak¢ Cancellation charges 
are payable only in the event of an abrupt reduction or termination of AE¢ 
operations. 

Please let me know if you would like any additional or more detailed informatior 

Very truly yours, 








TENNESSEE VALLEY AUTHORITY, 
G. O. WrssENAvER, Manager of Pou 
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OPENING STATEMENT BY Mr. Gorpon DEAN, CHAIRMAN, ATomic ENERGY 
COMMISSION 


The atomic energy expansion program is confronted by a special problem that 
has arisen in connection with measures being taken to secure electric power for 
the newly authorized plants to produce uranium 235. 

Last month we transmitted to the House and Senate Appropriations Com- 

f 


mittees a request to modify the limitation that had been placed upon the Commis- 





sion’s authority to enter into contracts for supplving power to the expansion 
program facilities authorized by the Congress in July 1952. Under the present 
limitation we have been able to enter into only interim arrangements with each 
of the three power groups involved. These arrangements will expire on Aug l 
We are anxiou cure a modification of the present power language well before 
that date so a » avoid a situation that might delay operation of the powerplants 








on April 2, 1953, to testifv on the urgent d for modifying the power language 
in the First Sup mental Appropriation 1953 We had expected that 
the revis d il lags pr osed would b 1 In the ind pendent offices 
uppropriation | vhile the appropri atomic-energy program would 
be led in a later b The inde I appropriation bill as reported 

t by t He ittee last ] 1953, failed to include the 
modified | 

We und and t House committee had no objec to tl .odified pro- 
vision but pla ed to handle it ( tio t t appropriat We are 
appnes g this ¢ I of { n | the H se and 1 { ir committee ft Ve 
favorable consideration to including tl revised language in the present bill, 
rather than to defer action on it to a later o1 

Because f the House committee’s act » feel it is necessary that your 
committe derstand why it i ergv expansion 
program that tl proposed language now rather than 
later With thi sens f 1 rgency in ) eX] lair to the com- 
mittee the reasons for the changes that have been 





proposed 


You will recall that the Supplemental ypr 't, 1953, appropriated 





funds for construction of additional to produce U-235 
at Portsm« ah, Ky The act also con- 
tained lang the Commission to enter into long-term contracts 





for electric power to operate these plants. But the language included a pro- 
vision limiting to $57 million the contingent liability which the Commission 
might obligate itself to pay as cancellation costs under these electric utility 
contracts 

The substitute provision, which we submitted to the Congress last month with 
the approval of the Bureau of the Budget, would do two things: 


First, it would remove the present limitation of $57 million as the maximum 
cancellation liability the Commission could assume in the power contracts 
for the new expansion program facilities covered by the Supplemental 
Appropriation Act, 1953 


1 
Second, it would exten i tl e scope 0 


f the language to cover power contracts 


existil efore June 30, 1952, to supply the power requirements of the base 


} 
program facilities at Oak Ridge and Paducah, 


I should like to discuss the reasons for removing the dollar limitation first and 
later to the desirability of extending the language to previous long-term 


power contracts 


t 


return 


It was recognized in the floor debate last July on the conference report on the 


supplemental ypropriation bill for 1953 that the $57 million limitation would 











prevent the Commission’s entering into definitive power contracts, that we would 
have to make interin ‘rangements within the limitation, and that we would 
be expecte 1 te k relic om the |] itation early in this session of the Congress 
\s | recall in our appearanct > before the cor mittee, the Oommittee said Come 
ack al 1 see us Januar n se Vol et into a position where ) eed relief.’’ 
We are already a little late in coming up here in April 
At the} nt time we have! gotiated power ontra th two private utilit 
I | or power! Portsmouth and Paducah, and h TVA for pows it Oak 
Ridge and for the balance r ired at Paducal But each of tl ( tracts has 
had to} egotiated as an interim arrangement, because the maximum « atio 
costs under the contracts would greatly exceed the $57 million | tat As [ 
have sa these interim arrangements in each cas¢ will expire on L\ugust 1, 1953, 
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unless the Commission by that time has ‘ ; 


assume the full cancellation liability pre ed t f 

Based on current co ictio Ys ‘ 
ments would amou! approximately $340 . 
existing and proposed contract r} ma 


utility groups as follow 


Ohio Vallev Flect { 
TVA, for Paducah and Oak Rid 


Electric Energy, l: for Paduc S69 


This maximum estimated liabilit ised 


onditions of terminatio? SI cost is ft ( Arise i - 
hood of all these happer ge I 1 be f the ¢ 

ca ‘ if col I 

owerpia if tl | i 
Lhe pow? T LDS i ( 
and not just curtai j \ j 
trying t srry il i i! ’ 

We believe it is Di i I 
saequate ot 1O ! i tne 
time t pl pe 4 
reasonandly expect tl i 
able period after ( atr j . 

f cancel ( vO ( I 

a fra I i y 

I tial I 
[ it cancellat l i 
arise that are « em] nt i 
nust be prepared to as é 3 





i primary reas at I ( 
by] s of power would re¢ . 
Ing apacity that we 1 availa { i I I 
to curtail sharply or discontinue it mand f el LD 
transition, each of the grouy \ 1 have ! i 
These consist of such items as « reciatio | 4 i 
costs, insurance, taxes, erest on borr« 1 ole und = re 
nvestment 
Let me give ye some ( of the magnitude the eneratil capacit that 
would have to be absorbed by the three utilit ster 
First, the power requirements of all the ff n f f 
fully operati g will be about as reat as the entire leet ener Col y | 
in the three States, Tennessee, Kentucl and ¢ O 1 e 1952 
Second, these powerplants and trans? yn lines repre t int 
ment of more than $1 billior Expenditure the ! te ut e 
IVA will total rous i} one-hs . F iol | each } thy ( 
powerplant construction going on anywhere t country to 
rhird, at the end of 1955 a t one-fourt! { total rating 
of the three power groups will consist of t edicated to meet Alx( 
requirements 
I think it is only in the ht of that backer that vou can underst 
figures representing the Commission’s maximum | lit 
Now I would like to return to the seco1 major nge it LI 
extension of the language to include long-tern er cont 
existence 
| nder the 1953 supple mental lar nace ‘ ¢ ' ‘ ntra 


tion with the current expansion prog: it necessar r the Co 








appropri: funds now to cov e Cor t t 
cancellation costs of these contract We ‘ et that 
cost which actually req payment would future rop 
at an ‘ 

to the re ( 

1 £50 BOO OF sf : ca 

tiona 19) 900 ( f : ' 

i! na ur 
estimates submitted to t Congress In ‘ . 
covering these exis g ( ract App ! 
previously appropriated plus that requir¢ fis ur 1954 f , 
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total of $61,500,000, can be epeten against the appropriation requested for the 
Commission in the January budget submission for 1954. This has been done in 
our current review and revision of 1954 requirements. 


In appearing before you today we not only ask your approval of the proposed 
language, but also urge the committee to include the provision in the present 
independent offices appropriatin bill. Further delay may result in slowing down 
the construction of the powerplants needed for the expansion program facilities 
that have been authorized by the Congress. 

Senator SattonsTaLL. Could you explain very briefly, Mr. Dean, 
anything that you want to add to your statement or to clarify it? 

Mr. Dean. Perhaps a very brief oral summary of it would be useful 
and some departure perhaps from the statement as it is prepared. 


CONSTRUCTION PROGRAM 


As you know, we are at the present time engaged in a very large 
construction program of gaseous diffusion plants at Paducah, Ky, at 
Oak Ridge, Tenn., and at Portsmouth, Ohio. The plants which are 
being constructed there are the result of two expansion programs 
approved by the Congress, the largest of which was last year. 


LANGUAGE AMENDMENT 


Senator SALTONSTALL. May I interrupt, Mr. Dean? My assistant 
tells me that the House did not put in this language amendment but 
put it over until they heard your full appropriation, is that correct? 

Mr. Dean. That is true. I think, however, that perhaps it was 
my fault that the urgency of this was not sufficiently impressed upon 
the committee of the House. I note that the ‘re was ho objec tion to 
the suggested language in our discussions with the House committee 
and while I could not speak for them I do not think that they would 
be adverse to having this go into the independent offices bill now 
before you 

Senator SALTONSTALL. So that what you are asking us to do is 
something in this first bill that the House did not do and something 
that you believe is urgent and that the Senate should put it back for 
conference with the House? 

Mr. Dean. Exactly. 

Senator SaALronsTALL. Thank you. 

Mr. Dean. I would like to explain that urgency. In each one of 
these facilities we consume very large amounts of electric power 
This power is not presently available. The capacity to produce it 
has to be built. This means that we have to enter into contracts 
with concerns, either private utilities or the TVA to build the power 
capacity. We have entered into contracts which, however, will 
terminate on the Ist of August unless we get some such language as 
this that we are asking for. 

The language which we are asking for is found in a justification 
which I should also like to incorporate into the record if I may. 

Senator SALTonsTALL. That is in the record. 

Mr. Dean. That would permit us to enter into long-term contracts 
and pay cancellation costs. 
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EXPIRATION OF CONTRACTS 


Senator SALTONSTALL. Boiled down, Mr. Dean, what you are saying 
is that you have temporary contracts that will expire on July 1 of this 
year? 
~ Mr. Dean. August 1 

Senator SALTONSTALL. August | of this vear and that what vou 
want to do now is to do the work and enter nto long-term contracts 
with termination clauses. Otherwise, you will be handicapped be- 
cause you will have no contract for electric power after August 1. 
That is the sum and substance of the urgency? 

Mr. Dean. Yes. 

Senator SALTONSTALL. Is your construction far enough advanced 
down there so that you will need to have electric power after August 1? 


ELECTRIC POWER 


Mr. Dean. Oh, yes. We will need to have it and we will need to 
have language which will permit larger cancellation costs should they 
be mecurred. The present limitation upon us is a limitation which 
was inserted in our bill of last year when our large expansion program 
came before the Congress. It is a limitation of $57 million in the 
amount of cancellation costs which could be paid by the Commission 
in the event of a termination. ‘The $57 million would perhaps take us 
to about the Ist of August, but it would then be insufficient for us to 
go further. 

Senator SALTONSTALL. This $57 million is for payment for power o1 
payment for the cancellation? 

Mr. Dean. It is simply cancellation in the event that we cancel 
It will not be lost, if we go ahead with our power contracts. But the 
companies constructing the capacity could not continue to go on with 
it unless they had assurance that they would get compensation in 
excess of $57 million should we walk out 

Senator SaLtTonsTaLu. How much in addition should there be? 

Mr. Dean. We have not suggested dollar amounts. We have 
suggested in our language that we have the power to enter into long- 
term contracts with cancellation charges rather than try to fix a dollar 
amount which would represent the highest cancellation costs con- 
ceivable; namely, at the point when the construction of the power 
facilities are completed and ready for full-scale commercial operation 

Senator SALTonsTALL. And this cancellation amount if used, would 
come out of your construction fund or your operating fund? 

Mr. Dean. It would have to come out of moneys to be appropriated 
by the Congress in the future. 

Senator SALTONSTALL. That does not answer my question. You 
and I had a little discussion last year on atomic-energy accounting 
which interested me very much because | thought you were now a 
going concern. Now, you have funds here for this new construction 
at Paducah? 

Mr. Dean. That is right. 

Senator SALTONSTALL. Appropriated. Now, you have also funds 
that you are going to put up to operate it. 

Mr. Dran. That is right. 
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ACCOUNTING PROCEDURE 


Senator SALTONSTALL. Have you at the present time separated for 
accounting purposes your operating ccsts from your construction costs? 

Mr. Dean. Yes. 

Senator SauronstaLu, Then if you have to cancel these contracts, 
would that cencellation amount come out of your operating or your 
construction costs? That is what I am trying to say, because it seems 
to me that if it was operating, it would mean that the Congress would 
have to appropriate more money. 

Mr. Boyer. The $57 million would come out of operating expense 
The language that we are asking for here says, however, that we could 
use any appropriation available or hereafter given by Congress. It 
would assume in case of cancellation you could use any funds whether 
operating or capital, 

Senator SALTONSTALI Why should it not be capital funds? If the 
contract is terminated, it obviously would be terminated because some 
construction would be cancelled; is that right? 

Mr. Boyer. This is construction on the part of the contractor and 
not the Commission. We are in effect making a contract here which 
would provide for the supplying of power, and we are paying for that 
power in two ways: A demand charge; if you stop taking power, 
the demand charge continues for a period of time and is part of the 
cancellation which you pay. So you can look at this in a way that 
would make it clear it was an operating obligation incurred because 
of the operations that you were carrying out. There is no construction 
of facilities involved as far as we are concerned under these contracts. 

Senator SALToNsSTALL. Then why would you want to cancel the 
contracts if they are going to need the electric power? 

Mr. Boyer. We would not want to cancel them if we needed the 
electric power. 

Senator Saurronsta.Lu. Then, do I understand that you may have 
contracted for more electric power than you need? 


OHIO VALLEY ELECTRIC CO. 


Mr. Boyer. No, the point is this, Senator. This is in order to get 
these people to build the plant, and they are |: arge plants—for example, 
the plant at Portsmouth will cost in the - ighborhood of $362 million. 
This company is made up of a group of 15 operating companies called 
the Ohio Valley Electric Co. For them to get the money they have 
to do this by financing through insurance companies and people like 
that because the amount of equity capital they put up is relatively 
small. To get this money they must have a contract that assures 
them of the capability of returning those funds should there be a 
cancellation, and the purpose of this language is to permit us to enter 
into a contract which will assure them of the availability of funds in 
ease of cancellation. We have worked out the terms of the cancel- 
lation which will apply, and the costs begin to decrease immediately 
when the plant is completed and placed in commercial operation. 
There is a decreasing cancellation cost. 

Senator SALTONSTALL. What you are saying is that there is a group 
of operating electric companies thet have 2 und what they 
need to do is to get money from the banks in order to build this electric- 
light line? 
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Mr. Boyer. That is correct. 

Senator SALTONSTALL. And what they have to do is to have a 
contract that will make it possible for the Government to pay them 
if the Government decides to do something different? 

Mr. Boyer. That is correct 


FURTHER DISCUSSION OF ACCOUNTING PROCEDURI 


Senator SALTONSTALL. I think I understand that. Now. what I an 
still not clear in my mind on, and I am not quite sure I agree with your 
niethod of bookkeeping, I do not see if that is a construction item and 
you are paying for new electric light lines and you decide to change o1 
eliminate them, why that should not come out of construction rat 
than operating funds. You say that because you might come forward 
and ask more operating funds, because you have to pay this cancella- 
tion clause whereas you would not necessarily if it was a capiti 

Mr. Borger. Well, I failed, I think, to make it clear, Senator 
the cost of building these facilities is covered by funds which they pro 
vide. Now, then, they have executed a contract with us to s ipp! 3 


a certain amount of electric power from these plants that they 
building. We have now arrived at a basis for paying them for that 
power as we take it. Now, they say, ‘Suppose that the Commission 
decides that they do not want this power after 1, 5, 10, or 20 yea 


What is our situation? We have this big investment. We cannot 
absorb it in our system immediately and consequently we must have 
some payment for canceling of it, for your breaking the contract 


CANCELLATION COSTS 


Senator Kincore. Mr. Chairman, the cancellation of the contract 
under your theory would come about by, shall we say, the stoppage of 
operation of a completed plant? 

Mr. Borer. That is correct. 

Senator Kitcore. If the Government should decide not to operate 
some plant at Paducah, that they have sufficient other than the: 
would have to be a cancellation of an « xisting power contract with the 
resultant possible damages to the power company by reason of 
capital investment with no user. Is that what you are talking about? 

Mr. Boyer. That is the point exactly. You see, we have not 
expected them to build any particular facility. We have this demand 
and they said, “We will build facilities to supply your demand.” 
So we are not telling them what generating facilities to build 

Senator SattonstaLy. They are making their own construction 
costs? 

Mr. Boyrr. That is correct 

Senator SatronstaLu. And you are paying them for the power whe! 
delivered. 

Mr. Bormr. That is correct 

Senator SALTONSTALL. When you cease to buy that 
they want a cancellation cost? 

Mr. Boyer. They must have some method of paying these amo 
zation and interest costs, and standby costs that arise until they 
absorb the power in their systems 

Senator Kricore. Is that plant being built under a certificate of 
necessity? 


ower, Li 
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Mr. Boyer. No. Our contract provides for amortization over the 
period of the contract or a large portion of it over the period of the 
contract. 

Senator SALTONSTALL. Are you finished, sir? 


CERTIFICATES OF NECESSITY 


Senator Kiitcore. I was just getting into that. The reason I 
asked that question was I happen to know one of those operating 
companies is building a powerplant that does not, of course, serve 
any of your plants. They are building it under a certificate of 
necessity, and if that is so, it seems to me that this ought to be taken 
into consideration. In other words, if they can charge it off on taxes 
over a period of X years, they have to keep that plant that we 
paid for. 

Mr. Boyer. If I may comment on that, Senator, this is not under 
a certificate of necessity, and the rates are arrived at on an amorti- 
zation rate that takes into consideration the whole life of the contract. 

Senator KitGore. What is the length of the contract? 

Mr. Boyer. Twenty-five vears. 

Senator Kitcore. Twenty-five vears, and that then is a firm price 
contract, is it? 

Mr. Dean. The cost of the power escalates with changes in cost of 
fuel, and there is an escalation in arriving at the demand charge 
based upon the cost of the construction of the plant. 

Senator KitGorre. What rate charge are you getting? 

Mr. Boyrr. At the Portsmouth plant under the present fuel prices, 
and the estimated construction cost of the plant, we are getting a 
rate of 4 mills. 

Senator Kitcorr. You are getting some TVA power there? 

Mr. Boyer. The TVA will average at Paducah 3.84 mills and at 
Oak Ridge we are getting the base load at 3.7 approximately, and the 
additional for the expansion program will be approximately 4.03 
mills. 

LIMITATION 


Senator SaALronsTaLL. Mr. Boyer, one other question. I ask this 
with a smile because I know you will not like it. Suppose there is a 
top limitation instead of $57 million put in? The House may well 
insist upon a top limitation and not an open end. What would be 
in your opinion a top limitation? 

Mr. Boyer. If you will permit me to qualify the figures that I 
quote to you? 

Senator SALTONSTALL. Could you answer that? We are just simple 
laymen here. Can you give me a straight figure because that is the 
figure that goes in. Then you can qualify it any way. 


FURTHER DISCUSSION OF CANCELLATION COSTS 


Mr. Borer. Our present estimated maximum cancellation cost 
if you cancel at the most inappropriate time from the Government’s 
view would be $340 million. That covers the Ohio Valley Electric, 
the Electric Energy, Inc., and TVA. 

Senator SaALronsraLL. That would be based on a complete elimina- 
tion of the use of the facilities that they build for a specific use for 
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the Government. They could not use those facilities for any other 
purpose? 

Mr. Boyer. | would like to explain that. This cancellation cost 
is to cover their amortization, msurance, taxes, and standby costs 
during the period that it will take them to absorb the power from 
these facilities into their systems. This power for the AEC in 1955 
will represent more than one-fourth of what the supplying companies’ 
total system capabilities then are, without our facilities. They cannot 
absorb that immediately. So it takes them some time. 

Senator SALTONSTALL. That is, $340 million from the Government 
point of view would be an absorption amortized over 25 years? 

Mr. Boyer. That would be the amount you would pay immediately 
if you canceled each one of these contracts at the point of highest 
cancellation costs. 

Senator SALTONSTALL. But theoretically the Government would 
amortize it over 25 years, the life of the contract. 

Senator Kincore. In other words, at the end of 25 years, would 
there be a cancellation charge then? 

Mr. Boyer. This payment would completely relieve the Govern- 
ment. 

Senator KitGore. Say you use the power for 25 vears 

Mr. Boyer. I beg your pardon. There would be no charge 

Mr. Dean. A lot sooner than that, Senator. In 1 case it comes to 
something like 12 years for the end of any cancellation cost whatsoever. 

Senator SALTONSTALL. I think I am wrong on that statement. It 
means that vou change the decision, and the plant does not go into 
operation, and you do not need the power. So you owe the $340 
million? 

Mr. Boyer. That is the maximum, provided all existing gaseous 
diffusion plants now in operation and the new plants now under con- 
struction are all closed down when the cancellation charge is at the 
maximum. This is during the period June 30, 1955, to June 30, 1956. 

Senator SALTONSTALL. That would be a complete loss for a change 
of mind. 

Mr. Boyer. Suppose vou run for 5 years and then cancel.. The 
cost would be less. You run for 10 years and they would be less and, 
as Senator Kilgore pointed out, at the end of 25 years, you have no 
charge. 

Senator SALTONSTALL. If we put in the limitations it ought to be 
on a varying amount. 


FURTHER DISCUSSION OF LANGUAGE AMENDMENT 


Mr. Boyer. It would seem to me you include the maximum and 
since the language would limit it for this specific purpose it would 
decrease each year. 

Senator Kingore. Then you would suggest language like this, ‘“‘Not 
to exceed so much, provided however, that in no event shall it exceed 
the amount left under the standard based upon the length of use of 
power.”’ Those words are cumbersome. 

Mr. Boyrer. What we have suggested in here is putting in no funds, 
but making specific the contracts or the areas to which this applies. 
In other words, we have indicated in our language that this would 
apply to power contracts at Paducah, Oak Ridge, and Portsmouth 
plants. 
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LIMITATIONS IN 





APPROPRIATION BILL 


Senator SALTONSTALL. May I ask one more question, Mr. Boyer, 
that possibly the question that does not make sense, but it seems to 
me to have possibilities in anyway. Appropriations bills are only 
good for 1 year. You put this limitation into this appropriation bill 
rather than into your basic legislation. Will that protect the com- 
panies? What about the banks? 

Mr. Boyer. The language that we have suggested has been reviewed 
and has satisfied the power companies and their sources of finance 

Senator SALTONSTALL. If it is put in an appropriations act? 

Mr. Boyer. That is correct. 

Senator SALTONSTALL. Well, then, supposing, for instance, this 
appropriations act is only good for this year. Supposing the money 
is borrowed at the banks. It is my understanding that at the end 
of fiscal 1954 this limitation would be out unless it is renewed. 

Mr. Boyer. This language authorizes the Commission to enter 
into new contracts or modify or confirm existing contracts to provide 
for electric utility services for periods not exceeding 25 years, and 
such contracts shall be subject to the termination by the Commission 
upon payment of cancellation costs as provided in such contracts and 
any appropriation presently or hereafter made available to the Com- 
mission shall be availble for the payment of such cancellation costs 

Our legal people tell us that this is permanent legislation 

Senator SALTONSTALL. “Or hereafter made available.” That, of 
course, de pi nds on what Congress decides to do after this year, so 
that, for instance, if the Atomic Energy appropriations specifically 
said that no money included in that appropriation should be available 
for cancellation costs, then would the companies not be out of luck? 

Mr. Borger. I think if the Congress did that, that would not be i 
good faith in the light of this 

Senator SALTONSTALL. No one Congress could bind another one, 
particularly on appropriations. 

Senator Kitcore. “Mr. Chairman, I think what you are driving at 
and what I am thinking of is that this should be in an authorization 
bill rather than language in an appropriation bill. 

Senator SALTONSTALL. That is what I am driving at, Senator Kil- 
gore. Do you have an authorization bill which authorizes a 25-year 
contract? I question, if you have such an authorization bill, if you 
need language in an appropriations bill. 

I do not want to throw monkey wrenches, but it seems to me 

Mr. Dean. The representative of our legal staff can speak to that 


CANCELLATION CHARGES 


Mr. Price. I am Harold L. Price, Deputy General Counsel. This 
is authorization language that, if passed, would give the Commission 
the authority to enter into these 25-year contracts with provisions 
for cancellation. This language says that, if the Commission has to 
cancel those contracts before their terms run out, then any money 
available to the Commission at that time or thereafter appropriated 
will be available to pay those cancellation charges. 
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Senator SALTONSTALL. Why do you gentlemen choose an appro 
priations bill to put this on? 

Mr. Price. Sir, this came up last year when we came up for our 
appropriation and we asked for money instead of language, and both 
committees of the Congress, first the House committee, thought that 
rather than appropriate large sums of money for contingent liabilit 
that would not be spent if the power were used, that they would give 
us authority instead, and that is how the language got into th 
appropriation s bill last year. The effect of this is merely to removs 
the $57 million limitation with some changes 


FURTHER STUDY RECOM) 


Senator SALTONSTALL. I understand that, but without objecti 
from the other Senators who are here, the Chair would like to 

that the Commission look into this a little bit further and giv 
committee a letter to the effect that they have looked up the | 
side of this situation and still reeommend that this language change 
be included in an appropriations bill rather than come forward with 


new legislation for an authorization 

Now, if you people are satisfied and the companies are satisfied, 
that is one thing, but just looking at it quickly, and I think Senator 
Kilgore feels the same wav, I should raise some doubt. 


Mr. Price. We are satisfied, sir. 


Senator Kircorre. Mr. Chairman, the point that I think should 
brought to the attention of these gentlemen is the fa that this, if it 
does what they want it to do, would amount to legislation in an appro- 


priations bill which is always S bject to objection and, as the cha 
man will note, awfully hard to get through, both in the committee and 
on the floor, and I am thinking that it would be much simpler to get an 
authorization bill, | believe. I feel that way 

Senator SALTONSTALL. If there are no further questions at 1 
Mr. Dean, if you want to come back, we will be sitting all the rest of 
this week. 

LEGISLATIVE PROCEDURI 


Senator Kircore. Might I call attention to one thing. It is a ques- 
tion of legislative procedure, not just a question of law. 

Mr. Dean. It arose in an appropriations bill originally. There we 
were talking of dollars. This particular bill happened to be conven- 
ient. I take it that if we are satisfied on the law, that a letter would 
do, so far as the chairman is concerned? 

Senator SALTONSTALL. The letter would do, Mr. Dean. You realize 
that you have to get it through this committee and then get a suspen- 
sion of rules and a two-thirds vote on the floor to permit this language 
to goin. So there are complications on those lines. 

Mi ay we leave it that you may think this over, and, if you want to 
come before us, we will be sitting the rest of this week and will be glad 
to hear you or receive a report if you want to submit one on this point 

(The following letter was later received 
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Aromic ENERGY COMMISSION, 
Washington, dD. ¢ . April U7, 1958. 


Hon. LEVERETT SALTONSTALL, 
Chairman, Inde pe ndent O fhic es Subcommittee, 
Senate Appropriations Committee, United States Senate. 


DEAR SENATOR SALTONSTALL: Confirming my telephone conversation with you 
today concerning legislative authorization for the Commission’s power contracts 
at Paducah, Oak Ridge, and Portsmouth, we have adopted your suggestion that 
this matter be presented to the Joint Committee on Atomic Energy. 

I enclose a copy of the letter we have sent to the Chairman of the Joint Com- 
mittee. 


Sincerely yours, 


H. D. Smyru, 
Acting Chairma 


Aprit 27, 1953 
Hon. StTerRuinG Co.e, 
Chairman, Joint Committee on Atomic Energy, 
Congress of the United States. 


Dear Mr. Coie: On March 31, 1953, we transmitted, with the approval of 
the Bureau of the Budget, the following language to the House and Senate Appro- 
priations Committees for inclusion in the Independent Offices Appropriation 
Bill, 1954: 

“The Atomic Energy Commission is authorized in connection with the con- 
struction and operation of the Oak Ridge, Paducah, and Portsmouth installations 
of the Commission, without regard to section 3679 of the Revised Statutes, as 
amended, to enter into new contracts or modify or confirm existing contracts to 
provide for electric utility services for periods not exceeding twenty-five years, 
and such contracts shall be subject to termination by the Commission upon 
payment of cancellation costs as provided in such contracts, and any appropriation 
presently or hereafter made available to the Commission shall be available for the 
payment of such cancellation costs: Provided, That the first proviso under the 
appropriation to the Commission for ‘Plant and equipment’ in the Supplemental 
Appropriation Act, 1953, is hereby repealed.” 

This language relating to contracts for the supply of electric power to the 
Commission’s gaseous diffusion installations at Oak Ridge, Tenn., Paducah, Ky., 
and Portsmouth, Ohio, revises language which was included in the Supplemental 
Appropriation Act, 1953, and removes the limitation of $57 million provided in 
that act on the maximum cancellation liability which the Commission might 
assume in connection with long-term power contracts for the expansion program 
authorized in that act. 

As explained to your committee in our letter of October 1, 1952, copy of which 
is included in the justification, we have negotiated power contracts with two 
private utility groups for the supply of power to the new plant at Portsmouth, 
Ohio, and for a portion of the additional power requirements for the expansion 
of facilities at Paducah, Ky. Since maximum cancellation costs under the con- 
tracts are necessarily considerably in excess of $57,000,000, interim arrange- 
ments have been made with the utility groups under which they have begun 
construction of the necessary power generating facilities and under which the 
Government’s cancellation liability does not exceed that amount. These arrange- 
ments will expire on August 1, 1953, unless by that time the Commission has 
received authority from the Congress to assume the full cancellation liability 
provided in the definitive contracts. 

We have also negotiated with TVA a contract for the remaining portion of the 
additional power requirements at Paducah and for the supply of power to the 
additional gaseous diffusion installations at Oak Ridge. This contract will also 
be subject to cancellation by August 1, 1953, if adequate legislative authority 
has not been obtained by that date. The Commission’s cancellation liability 
under all of these interim contracts is limited to $57,000,000. 

The House Independent Offices Appropriations Subcommittee held hearings 
on this provision on April 2, at which time we urged its inclusion in the independ- 
ent offices appropriation bill. However, in reporting out the independent offices 
appropriation bill, 1954, the House Appropriations Committee did not take any 
action on the revised language. It is our understanding that in failing to take 
any action the House Appropriations Committee concluded that it would prefer 
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to consider the Commissior’s request for revised language in connection with the 
Commission’s 1954 appropriation request, which, as you know, has been de 
for inclusion in a later bill. 

In subsequent hearings before the Senate Independent Offices Appropriatior 
Subcommittee we emphasized the importance of securing the necessary 


ferred 


legisiatl 


at the earliest practicable date and expressed our concern that postponement 





this legislation for consideration in connection with our 1954 appropriati ! 
result in our not obtaining the legislation prior to the expiration of our inter 
agreements with the utilities concerned In the course of these hearing 
chairman of the Senate Independent Offices Appropriations Subco 
suggested that the required legislation might be € app riately a M 
tiously handled as a legislative item rather than as a provision in an appropria 
bill. Following the Senate hearings we discussed this suggestion witl \ ti 
man of the House Independent Offices Appropriation Subcommittee, who ind 
cated that he would have no objection to handling the legislation in this manner 

Accordingly, we request that the joint con Ltee ake appropriate a 
secure the enactment of the fore going legisiatlo Aas SOO as practicable \ dral 
of legislation to accomplish this purpose is attached 

You will note that while the authority contained the Supplemental Appro 


priation Act, 1953, covered only contracts in connection with the current expansior 
program, the revised language would als over contra I 
for supplying the base program power requirements at Oak Rid; 


dge and at Paduca 
The Commission has previously received appropriations to fund its cancellati 
liabilities to June 30, 1953, under these contracts in the amount of $50,600,000 
By including these contracts under the proposed language, the amounts presently 
obligated under these contracts against the contingent cancellation lability 
will no longer be required In addition, the amount of $10,900,000 in led 
in the 1954 budget estimate submitted to the Congress on January 9, 1953, cover 
ing the inerease in the cancellation liability to June 30, 1954, under these base 
contracts, would no longer be r« quired These amounts, totaling $61,500,000, 
will be applied against the Commission’s 1954 appropriation request in con! 
with the current review and revision of the Commission’s appropriatio re 


ments for that fiscal year. 
Copies of the justification for the proposed language are transmitted herew 
Copies of this letter are being sent to the chairman o Inde 
Subcommittees of the House and Senate Appropriations Committees 
Sincerely yours, 
H. D. Smyvu, Acting Ci 


AN ACT To amend the Atomic Energy Act of 1946, as a nded 


Be it enacted by the Senate and House of Representatives of the United Stat 
America in Congress ass2mbled, That section 12 of the Atomic Energy Act of 1946 
as amended, is amended by adding a new subsection (d) as follows 

*“(d) The Atomic Energy Commission is authorized in connection with the 
construction and operation of the Oak Ridge, Paducah and Portsmouth installa- 
tions of the Commission, without regard to section 3679 of the Revised Statutes 
as amended, to enter into new contracts or modify or confirm existing contracts 
to provide for electric utility services for periods not exceeding twenty-five years 
and such contracts shall be subject to termination by the Commission upon pay- 
ment of cancellation costs as provided in such contracts, and any appropriation 
presently or hereafter made available to the Commission shall be available for 
the payment of such cancellation costs: Provided, That the first proviso under the 
appropriation to the Commission for ‘Plant and equipment’ in the Supplemental 
Appropriation Act, 1953, is hereby repealed.”’ 


The Chair would respectfully state to any witnesses who are waiting 
that obviously the committee will not be able to take up before 
luncheon any further matters than the civil service. The Chair 
understands that the next commission is the Power Commission and 
then the Trade Commission. We will meet again at 2 o’clock 


Thank you, and we are sorry to have kept you for so long 
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CIVIL SERVICE COMMISSION 


STATEMENTS OF PHILIP YOUNG, CHAIRMAN; GEORGE M. MOORE, 
COMMISSIONER; C. L. EDWARDS, EXECUTIVE DIRECTOR; DAVID 
F, WILLIAMS, BUDGET OFFICER; AND ANDREW A. E. RUDDOCK, 
ASSOCIATE CHIEF, RETIREMENT DIVISION 


GENERAL STATEMEN' 


Senator SALTONSTALL. The next commission to be heard is the 
Civil Service Commission. 

Mr. Young, under the procedure that we are working on, we will 
put your statement into the record at this point, together with the 
justifications that you have submitted for your revised appropriations, 

Mr. Youna. Yes, sir. 


(The documents referred to follow:) 


STATEMENT BY PHILIP YOUNG, CHAIRMAN, UNITED STatTes CIvIL SERVICE 
(COMMISSION 


Mr. Chairman and members of the committee, it is a pleasure for us to meet 
with you to discuss the Commission’s program goals and financial needs for the 
coming fiscal year. Although I have been Chairman of the Civil Service Com- 
mission for less than a month, I have spent considerable time reviewing and dis- 
cussing with members of my staff the Commission’s budget estimates for next 
year and the policy framework within which they were developed. Commissioner 
Moore, since his confirmation by the Senate, has done likewise. We are in general 
agreement with the objectives of the program as portrayed in the material 
furnished you 

I would like at this time to comment briefly on some of the highlights in our 
budget request. First, Iam pleased to teil you that as a result of a special review 
of our budget, the Commission has reduced its estimated needs for operating pro- 
grams by $2,250,000—or 11 percent—from the amount contained in the printed 
budget. The revised 1954 request of $18,050,000 is approximately $650,000 less 
than is availabie for the current fiscal year. Also, we have made a reduction of 
$100,000 from our original request for the appropriation ‘‘Annuities under special 
acts.’’ In spite of these overall reductions, the revised 1954 request contains 
increases above this year’s level in a few areas of work, which are considered to be 
necessary if we are to discharge our functions effectively. 

In our examining program we are requestil y ah imcrease of approximately 
$580,000. As the central personnel agency, the Commission must develop the 
programs, policies, standards, and procedures for examining and placement work 


for the Federal service. New personnel legislation and changing labor market 
conditions continuously require new or modified policies and procedures. Quali- 


fication standards must be designed so that they will be realistic and effective. 
Better tests must be developed for determining abilities. In addition, the Com- 
mission must guide and help agencies to establish career training programs and 
programs for the development of employees who have the ability to assume 
executive responsibilities. Specifically, the increased need in our examining 
program is fourfold: 

First there are approximately 2,700 postmaster examinations to be conducted 


during fiscal year 1954. Based on a recent decision to raise the qualification 
standards for postmaster for first-, second-, and third-class offices, we will start 
with a backlog of 1,700 examinations to be announced. Also, there will be 


1,000 examinations to cover the normal number of vacancies expected to occur 
during the year 

Second, regular vacancies in the postal service should be filled through perma- 
nent appointments from competitive lists of eligibles. It is the aim of the Com- 
mission and the Post Office Department to have all jobs, such as clerks, carriers, 
mail handlers, and the like filled through permafhent appointments from civil 
service competitive examinations in lieu of the present system of temporary 


-—— 
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indefinite appointments, a bstantial nu on } _ 
lirect recruitment e Post Office Depar ( 1 la f 
eligibles 

Third, special placement at tior st be ¢ reer. Ci 

iovees who are LISDIACE pv | l ) ! ( ( \ ca 
placed career emplovee } f I ral \ 

f whom have mar ears of ( t ent ‘ 

aid and assistance in locating c tinult DD i ! era 

ince so many of these cont obs are present , ' 1 by 
entered the Federal servis re recent and d ; catia ina : 

atus In view of the declared intention of the C ! : 

» reduce Federal employment i ( ( | 

ore and more of a probl area as these reduet f} 

Fourth, extensive review ist be made it ch areas a I 
Revenue where preliminary examination indica | per selec proc 
and nonadheret ce to qualifications standards | < snecia CT 
the Commission will find it diffieult to enforce t egal pr a V 
amendment and other laws without having the additional f ivailal 
purpose In all such case t is the intent of the ¢ ‘ 
of the fiscal year, to examine and investigate fully all areas where it elle 


irregularities might exist 








Additional funds of approximately $200,000 are requested ir ir position cla 
fication activity to permit a better coverage in the audit of classification act 5 
taken by the agencies There are approximately 1,100,000 positions nde! ne 
Classification Act Funds for the current vear will per to review ap} xi- 
mately 115,000 of these positions to determine the accuracy of the g f h 
they have been placed Experience during 1952 indicated that 25 percent of the 
jobs desk-audited by the Commission were f i to | n the rong grade, the 
majority being graded too hig 

Agencies are authorized to classify their own positions biect to 1 ew the 
Commission The Commission is required by law t lit a fficient numbe f 
agency allocations to insure compliance with publ 1 standards In the t 
of experience reflecting a high percentage of misallocations, we are askil I 
funds for 1954 to audit 1 out of every 8& posit : er the act in lie of the 
present ratio of 1 in 10 

Our Inspection Service also is in need of strengthening Che Commission 
delegates many of its perso! nel authorities to the iwencies It also set t } 
ards for agency personnel management programs designed to bring abr 
best use of employees on the Federal payroll The Inspection Services the 
Commission’s review and enforcement arm It must periodical evalua 
personnel actions taken by an agency under these delegated authorities t 
know the extent of adherence to Commission re ireme . ind to take corre 
action where the facts warrant It is only through an adequate means of 
tion and enforcement that the Commission can operate an effective, decentralized 
personnel program in the Federal service We she | inspect an agence, er 
sonnel operations at least once each year With the Is ava ble to this 
year we can inspect only 65 percent of the major Federal establishments rhe 
increase of $100,000 requested for next vear will enable us to raise this percent 
to 85 percent 

There is one final matter I want to bring to your attentior That is the prob 
lem we have with travel funds I would urge that no ré ction be made the 


amount requested for the coming fiscal vear 
As vou know, 90 percent of all Federal emplovees are located outside of Wa 





ington, D. C. They are employed in thousands of field offices through the 
various States Most of our work requires us to be where these emplovees ar 
located—our inspections, classification surveys, examining board oper 
investigations and appeals hearings. The most productive use of our pet 
engaged on these functions is in direct relationship to our abilitv to keep 

in a travel status lo the « ‘nt we must curtail essential trave progra of 
the Commission cannot be executed uniformly in all geographical area La 
of travel funds necessitates concentrating our effort those Government stalla 
tions near our regional offices, thus resulting in an unbalanced progra 


For further consideration is the fact that present plans prov de fo 
dation among the Commission’s 14 regional offices While net savings to the 
Government will be realized, there will be an increase in travel needs du 


inadequate check and review of ageneyv actions 


greater distances from headquarters cities to the point 
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This brief summary of the highlights of the program we propose for the fiscal 
year 1954 concludes my formal statement. My fellow Commissioner is here, 
as well as Mr. Edwards, the Executive Director and Mr. Williams, our budget 
officer. We are prepared to discuss the programs of the Commission in such detail 
as the committee desires. 


SUPPLEMENTAL JUSTIFICATIONS TO REFLECT REDUCTIONS MADE 
FROM ORIGINAL 1954 APPROPRIATION REQUEST CONTAINED IN 
THE PRINTED BUDGET 


Summary comparative statement, by appropriation 


na } | Reduction 
no 1954, in OA war | 
Appropriation title 1953 appro- printed | 1954 revised | fron 
priation budget | estimate printed 
- budget 
Salaries and expenses $18, 703, 350 $20, 300, 000 $18, 050, 006 $2, 650, 000 
Annuities under special acts 2, 707, 000 2, 600, 000 2 500, 000 100. 000 
Payment to civil service retirement and dis 
ability fund (normal cost 183, 268, 000 176, 139, 000 176, 139, 006 
Payment to civil service retirement and dis- 
ability fund (interest 138, 182, 000 192, 015, 000 192, 015, 000 (i 
Payment to civil service retirement and dis- 
ability fund (increases in annuities) -. 0 58, 987, 000 58, 987, 00K 0 
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The examining and ] ( ( f 
tions in Federal emplovment which are now expect ; Race m 
and to institute the most 1 1 ec hil possi 1 he 
remains the same the Comn it esta : j 1 . 
and examining program that \ rT e for mais a 
entering the competit ervice er f : té ! } | 
system operations are essential to re that « ; 
emploved by Federal age withou 
regard to veterans’ prefe nee 1} 
competitive examin ons & ‘ ribed b he Civil Ser , ict and 1 . 
is fundamental to the sinter ce of pul | 
process and in the uali a tegrity of persons emp 

I oraer cl \ ] ( Ve ‘ » ¢ » 
1954 conte ited a sizable increas C% ‘ : ; 
provide adequate lists of « ibles for ma o ' 
are now being filled through noncompetitive recruitment | the = : 
a substantial part of the increase in the budget est te . ie t , 
tional workload involved in the new program br oversé positions the 
Department oO Deer nite tiv mpetitive ervic Howe . . . 
budget estimates were | d on t ASS pt t 4 e of comp 
service as it is now constituted, a Federa : re ; _ 


fiscal year 1954 at the same level as it ’ ar 1953. In view of t) rent 


proposals to reduce Federal employment, t ba a 
changed, As a result of anticipated 1 tion vork rd tro original « 
while some increase in funds over f vear 1953 w be re red orde 
meet the objective o nereased competitive overng new | ‘ 


petitive service, the greater part ( rease re ed v { = led 
The revised assumptie a to Federal er \ t i ring rate i n 


follows 








The competitive service as it now constitute aan i tala nes 
level of 2,251,045 to approximately 2,100,000 by ¢ andl of Seatl, wane kona 

The number of overseas positions in the Depart ah ah Viet antiaia aati te 
brought into the competitive service dut r fisea ar 1954 will be 51.250 re 
than 54,000 and wil un emplovm bnkel fon cae 
2,151,250 by the end of the vaer: : 

The average employment level for the regular competitive service during fiscal 
year 1954 will be 2,150,000 rather than the pre 3 estimate of 2.275.0 : 
addition of Departm« nt of Defense overseas po es naukh to. a ane 
average employment level for the competitive service of 2,201,250; 

The hiring rate for the regular competitive ser or yptinedlea OF it ge 
annual basis, will be reduced to 20 percent from t pre us estimate of 22 
percent; the hiring rate for the Department of Defense over seipiens  c 
remain at 30 percent; 

The number of new res In the re Jar con petitive ervice | be 430.000 


rather than the previously estimated 505,000; and ther ll be. 15.400 new hire 


required for overseas vacancies in the Depar t of D ‘ On an overa 
basis new hires in the competitive service will decline from the previous estimate 
of 521,000 to 445,400, a reduction of 14.5 perce! 
Based upon the foregoing as umptions, the placen t iob to be done | é 
Commission has been revised as shown in the follo parative tabulatio 
Re f placement job to b lone 
rotal new r s (4 14 
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In addition to the workload of new hires, comynission offices and boards of 
examiners will perform qualifications evaluations on approximately 105,000 other 
placement actions made by the various Federal agencies. This workload of other 
placement actions is unchanged from the original budget estimates. 

Aside from the reduction in budget requirements which wil! result from reduced 
workload, an additional savings in the examining and placement program of 
approximately $63,000 is being made possible through the elimination of the 
10th United States civil service regional office at New Orleans, La. The 10th 
region’s work will be taken over by adjacent regions, 


Commission recruiting and examining program 


Funds under this heading are for (1) the work which the Commission, as the 
‘entral personnel agency for the Government, must do in the development of 
programs, policies, standards, and procedures for effective administration of the 
merit svstem in all Federal agencies, and 2) the operation of an examining and 
placement program by Commission’s offices in all job categories where examina- 
tions are needed and cannot effectively be conducted by boards of examiners 
The reduction in workload, and other economies, will permit sizable reductions 
in the funds budgeted under this heading as shown above It is now estimated 
that only 13,090 new examinations will have to be held by Commission offices in 
fiscal year 1954 to establish and maintain adequate lists, a reduction of 4 percent 
from the original estimate of 13,609. The reduction can be no greater because 


the great majority of the examinations—about 9,000 of the total—are needed to 
establish lists for permanent appointment in the post offices. where adequate lists 
are not now available The number of applicati ns to be processed will be 


882.300 rather than the original estimate of 974,944 The number of eligibles 
which will have to be certified from the lists in orde rto fill the reduced number of 
vacancies anticipated will be 418.290 rather than the original estimate of 495,810 


Board of examin program 


Funds requested under this heading are for the work which the Commission 
must perform with its own personnel to carry out an effective board program 
No change is proposed in the Commission’s policy that the major part of actual 
examining operations be conducted on a decentralized basis by boards of examiners 
in order to meet agency hiring needs speedily and efficiently However, it is 
expected that the reduction in the size of the competitive service and in agency 
hiring needs will result in fewer establishment boards—approximately 850 rather 
than 900 as originally estimated—and that there will be a substantial decline in 
the number of board examinations and other board work. The boards will 
continue to make approximately two-thirds of the new hires that will be needed 
in the competitive service. However, it is estimated that 17,866 new board 
examinations will have to be announced rather than 22,739, and that 1,618,485 
applications will be processed by boards rather than 1,860,783. While the 
revised estimate as to the number and the workload of establishment boards is 
somewhat lower than the original estimate for fiscal year 1954, it is approximately 
the same as the program for fiscal year 1953 

The original budget estimate for fiscal year 1954 requested an increase in funds 
over fiscal year 1953 under this heading, primarily on the basis that the funds 
allowed for fiscal year 1953 were insufficient for the Commission to properly 
exercise its responsibilities for the supervision and control of the large decentral- 
ized operations involved in the board of examiners systsm. While improvement 
in supervision and control of board operations is highly desirable, the Commission 
has decided that no increase in funds for this purpose should be requested in view 
of present conditions, and the budget estimate has been revised accordingly. 
The increase requested is (1) for the new board of examiner work involved in the 
overseas program, and (2) for the revised program of post office boards of exam- 
iners, initiated in fiscal year 1953, which will increase the decentralization of 
operations to many of these boards and will bring the total number of boards 
down to a more manageable size. In fiscal year 1954 it is expected that there 
will be only 3,376 post office boards rather than the 8,337 which previously existed. 
At the same time the number of these boards which maintain registers and audit 
selections for post office positions will be increased, from 389 to 767, and thereby 
facilitate hiring operations in the large post offices where the volume of hiring 
activity warrants such decentralized operations. 
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Vedical work 

No change is contemplated in the medical 
funds will be possible as a result of the elimin 
n the 10th region at New Orleans, La 


Operational services 


APPROPRIATION 


program howe 
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ation of the medical officer posit 


Funds requested for this function in the revised fiscal y¢ 
the same as requested in fiscal vear 1953 The decrease f 

ar 1954 estimate is in line with the estimated d . , 
program. 
Veterans Federal Employme nt Service 

The decrease proposed for this function for fiscal year 1954 
from full-time to part-time utilization of Veterans Federal | 





sentatives in the Commission’s regional office 


Fair Employment Board 
No decrease is estimated under this headir 
maintained to carry out the responsibilities 
Executive Order 9980. The present staff ec 
7 part-time board members 
Exe cutive-de ve lopn ent program 
Fhe decrease proposed under this heading 
gram will be maintained at the fiscal vear | 
however, that this cutback will prevent 
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Activity 2, INVESTIGATION OF CHARACTER AND FITNESS FOR EMPLOYMEN' 


Record check and inquiry cases 


As a result of revised estimates of receipts based upon lower employment and 
turnover rates, funds to be required for record check and inquiry work for fiscal 
vear 1954 have been reduced from $2,561,760 to $1,765,890 Receipts have been 
estimated at 12 percent below the experienced rate of receipts so far this fiscal vear 
This decrease is in accordance with the estimated decrease in new appointments 
for fiscal year 1954 below fiscal vear 1953 

The estimated unit cost for fiscal year 1954 has been revised from $4.35 to 
$4.63. This new estimate is based upon actual experience for fiscal year 1 
ary 3 The increase of $0.28 in the unit cost results from th 
- in workload. 





decrea 
File s activiltes 
The estimated funds required for files activities for fiscal vear 1954 have heen 
reduced from $519,401 to $422,030. These reductions were based upon the « 
mated reduction in the record check and inquiry workload 
Suitability conversions from record check and inquiry Case 
The estimated workload of cases has been reduced as a result of (1) tl 


e estimated 
decrease in record check and inquiry cases, and (2) by using a lower rate of cor 





version from record check and inquiry cases. Prior to fiscal year 1953 experience 
has shown that approximately 4.2 percent of record check and inquiry cases dis 
posed of required conversion because of serious questions of suitability lor 
fiscal year 1953, to January 3, approximately 3% percent of record check and 
inquiry cases were converted on suitability As a result of this trend our est 


mated rate of conversion was reduced to 4 percent. This conversion rate was 
applied to the revised estimate for record check and inquiry cases to be d sposed 
of for fiscal year 1954 in arriving at the receipt figure of these cases 

For fiscal year 1953, up to January 3, the unit cost for these cases is approxi 
mately $45. This increase above the original estimate results primarily from 
two factors. During the year there was an increase in the ratio of cases requirin 
personal investigation to those which could be handled by correspondence 
letters of charges Also, during the year there was a large expansion in the s 
of investigators as a result of the new security investigations program 
expansion resulted in much of this work being handled by the new investigators, 
who were unable to complete these investigations as economically as the trained 
and experienced staff in fiscal year 1952 








The unit cost for fiscal year 1954 is now estimated at $36. This is less than the 
estimate for fiscal year 1953, but an increase of approximately $3 above the 
original estimate for fiscal year 1954. This revised estimate considers that the 





staff of investigators, with the additional experience, will be able to reduce the 
cost of investigations. However, anticipating the continuation of the higher 
ratio of cases requiring personal investigation to those handled by correspon- 
dence, the original estimate for fiscal year 1954 was revised upward 

Using the revised estimated receipts and unit costs, the funds required for fiscal 
year 1954 were reduced from $678,809 to $479,105 
Oual fi ations investigations 

For 1954 an increase of approximately $30,000 was originally requested. The 
Commission has decided to hold this program at the authorized 1953 level, thereby 
reducing its 1954 request by the amount shown above 
All other investigations 

Under this item, all workload estimates are considered firm except for civil 
service personnel background investigations and postmaster candidates. Because 
of the decline in employment from outside sources of personnel subject to these 
investigations, experience to date indicates a drop in receipts of civil service 
personnel background investigations for the current year of 70 percent The 
revised program on postmaster candidates results in an increase of $194,751. The 
net change for all other investigations is an increase of $149,809 
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OYALTY BOARDS 


The case workloads of the regior al lovalty boards and the Lovalty Reviev 
Board are largely determined by the size of the record check and inquiry progran 
Changes have been made in the estimated workloads for fiscal vear 1954 to reflect 


revised estimates of the number of record checks and inquiries 
Re gional loyalty hoards 


The estimate of funds requested for this activity for fi 
reduced from $327,429 to $249,700. This reduction is 


reduced number of record check and ir quiry cases to be processed. 


vear 1954 has beer 


ased directly upon the 








Loyalty review board 


Appeals.—The estimated amount required for this activity has been increased 
by approximately $7,000. ‘This increase is based on actual experience for fiscal 
year 1953 through January 3. Although the number of appeals received in r¢ 


gional loyalty board cases is running below estimate, appeals in agency cases and 
full reviews under Loyalty Review Board Regulation 14 are more than double the 
number estimated, 

The estimated unit cost for fiscal year 1954 has been revised to reflect actual 
experience in the current fiscal year through January 3 

Postaudits.— The amount requiied in fiscal year 1954 bas been reduced approxi 
mately $10,000 in line with the expected decrease in numbers of cases processed 
by all lower boards, 

Operational services.—The estimate of funds required for this item has been 
reduced for fiscal year 1954 from $161,150 to $136,500. These reductions were 
made to correspond to revisions in the estimated workload 
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Activity 3. Posrv1on CLASSIFICATION 


Afreduction of $16,520 from the 1954 printed budget is being: made in this 
activity resulting from savings made possible through elimination of the 10th 
United States Civil Service Regional Office at New Orleans, La. The 10th region’s 
work will be taken over by adjacent regions. It is believed that no further reduc- 
tion should be made in the funds requested for this activity. 
mw: The increase in requested funds over fiscal year 1953 is solely for the audit 
program. A portion of the increase will be used to extend the audit program to 
overseas positions. The Commission believes that the audit coverage of positions 
in the continental United States must be broadened in order to insure the equitable 
and effective functioning of the entire classification system. Experience in 
auditing to date clearly demonstrates that agencies need policing and assistance 
in their classification work. The funds included in the fiscal year 1954 request 
are barely sufficient to audit positions on an average of once every 8 years. This 
contrasts with a desirable cycle of once every 3 years. To reduce funds any further 
will seriously hamper the Commission’s efforts to make the Classification Act 
work and thus insure that agencies provide equal pay for equal work. 

The funds requested for standards are still considered inadequate to carry out 
the Commission’s responsbilities under the Classification Act. There are increas- 
ing demands from agencies and individuals for the preparation of new standards, 
revision of old standards, and rendering of advisory service. The Commission’s 
failure to meet these demands can weaken the entire classification system. 

The amount requested for reconsiderations is based on the assumption that 
receipts will not increase in fiscal year 1954. Actually, current receipts are at 
a higher rate than expected and there are indications that this high rate will 
continue. The Commission is required by law to reconsider agency classification 
actions and thus cannot control the workload 


Activity 4, ADMINISTRATION OF THI LETIREMENT SYSTEMS 


The responsibility for the administration of the Federal retirement systems is 
placed in the Civil Service Commission. No reduction from the funds requested 
in the printed budget has been estimated in this activity because: 

(1) The workload is noncontrollable. It arises from the exercise of legal 
rights by annuitants, retirees or. other beneficiaries under the retirement laws. 
Estimates of work to be received are based primarily upon experience. In the 
light of such experience with receipts, production rates, etc., we have reviewed 
workload estimates and have been unable to find a basis for change. 

(2) Reexamination of the individual functions has not disclosed any further 
possibilities of economy in the work which it is administratively necessary for 
the Commission to perform in order to discharge its duties under the retirement 
laws, beyond the reductions from 1952 actual experience and 1953 authorized 
amounts already reflected in the 1954 estimates in the printed budget. These 
reductions have been made despite the fact that the number of beneficiaries under 
the retirement systems is increasing year by year. ‘They have been achieved by 
constant efforts to imporve efficiency of operation. 
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Actriviry 5. Services Recorp 


For this activity the request for fiscal vear 1954 has 


sO 150 
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reductions in some unit cost 


irnover rate 2 
348 a result of experience during the current year, and 
(3) reduced workloads being received this fiseal vear making it possible to elimi 
nate the large carrvover of work into fiscal year 1954 previously expected 

The request for 1954 includes an amount of $104,750 for the preaudit of 25,000 
incumbents in excepted positions who will be recommended for conversion to cot 
petitive status under the overs program 
Activiry 6. FrpeRAL Per 
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Activiry 7. Reauiatory, APPELLATE, AND ApvisoRY FUNCTIONS OF THE 
COMMISSION 


1. The appellate functions include the responsibilities placed upon the Com- 
mission by legislation to consider and act upon various types of appeals. The 
workload of these functions is uncontrollable and the prompt attention to com- 
plaints from veterans and others is essential to the maintenance of satisfactory 
public relations of the Government. There is no indication of any decline in 
the workload of these functions. In fact, the expected decline in Federal em- 
ployment indicates the possibility of an increase in receipts of the various types 
of appeals in 1954 above that estimated in the budget to the Congress. For 
these reasons, no reduction has been made in the requirements for the appellate 
functions. 

2. The Hatch Act and the civil-service rules require the investigation of 
prohibited political activities. Due to the limitation on the funds which may 
be used for this purpose in 1953, it will not be possible to make a reduction in 
the backlog of these cases in 1953. Therefore, no change is proposed from the 
budget request for an increase in funds for this item in 1954. 

3. The staff functions, which include the immediate offices of the Commission, 
are at a minimum acceptable level and no reduction is feasible. 

4. An increase of $10,700 for 1954 had been requested for legal services. While 
no decrease in workload is expected, the Commission has withdrawn its request 
for an increase, and will endeavor to maintain this function with the present staff. 
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GENERAL STATEMENT 


This activity consists of the executive and administrative functions of the 
Commission as these are performed by the offices and divisions listed in the table 
on the preceding page. They constitute the overall management and service 
functions necessary to facilitate the performance of the eight operating activity 
programs previously discussed. These management and service functions are 
performed in the Commission’s central office only. However, they are performed 
for the Commission as a whole including both the central and regional offices. 

We have reduced our fiscal year 1954 request by approximately $11,000. 


OTHER OBLIGATIONS 


Comparative summary statement by objects 
Fiscal year 


Fiscal year | Fiscal year | 1954 change 
aid 1953 au- 1954 in 1954 re- (+ or 
By object thorized | printed | vised esti- from 
| budget | mate | printed 
| budget 


Travel | 0, 250 $575, 000 $570, 000 —$5, 000 
Transportation of things | 3, 300 | 103, 000 74, 800 28, 200 
Communication services 69, 300 183, 500 160, 000 23, 500 
Rents and utility services | , 700 96, 000 96, 000 : 
Printing and reproduction 405, 000 500, 500 411, 000 -~89, 500 
Other contractual services 776, 355 | 158, 200 157, 700 — 500 
Supplies and materials 367, 000 393, 800 345, 500 | 48, 300 
Equipment 58, 500 158, 500 146, 300 12, 200 
Refunds, awards, and indemnities 000 0 0 

Taxes and assessments 4 ei 38, 492 67, 500 38, 500 — 29, 000 


2, 609, 897 2, 236, 000 1, 999, 800 — 236, 200 


1 Includes $608,905 to be made available for investigations under Executive Order 10422 


Reductions have been made in estimates for other objects of expenditure for 
fiscal year 1954 in line with program reductions made in the various activities. 
These reductions total $236,200 or 10.6 percent of the amount included in the 
printed budget. The amount of $575,000 was included in the printed budget for 
travel expenses for 1954. This estimate has been reduced to $570,000 as a result 
of program reductions. 

The amount authorized under object class 07 for fiscal year 1953 includes 
$608,905 savings resulting primarily from reduced workloads in activity 2 this 
fiscal year. The Commission, with the concurrence of the Bureau of the Budget, 
is utilizing these funds in the conduct of investigations of United States citizens 
employed or considered for employment by the United Nations and other inter- 
national organizations, as provided by Executive Order 10422. The Comptroller 
General has rendered a decision that the costs of investigations under Executive 
Order 10422 may be defrayed from the current appropriation of the Commission 
for salaries and expenses. ‘The use of these funds for this purpose will diminish 
the need for a supplemental request for funds to conduct these investigations. 
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Fund requested for the 
items of work: 


a) Organizing, training, and supervising boa 

b) Developing standards and training device 

(c) Preparing and issuing nationwide examinati f ncement 
handling certificates from central-office list 


Investigation of character and fitness for emplo 
The funds requested are for personal investi 
mquiry ases disclose seriously adverse ques 
suitability It is estimated there wil! be 284 e: 
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8. Position classification 


The estimate for this activity is based on the post-audit of 8,62C positions in 
fiscal year 1954 at a unit cost of $9.20 each. Since there are 43,000 positions 
overseas in the Department of Defense under the Classification Act of 1949, 
this will make possible a 20-percent coverage during the year. 


4. Service record 


These funds are needed to review the records of about 25,000 incumbents now 
in excepted positions who will be recommended for conversion to competitive 
status, in order to determine if they fully meet the requirements for conversion. 
This review covers such matters as citizenship, members of family in the service, 
etc. 

5. Inspection 


The funds requested will permit the conduct of an estimated 44 inspections of 
overseas establishments having substantial authority for personnel administration. 
This represents about 31 percent of the number of installations subject to inspec- 
tion within the Department of Defense under the standards established for 
inspections of establishments in the continental United States. 


Tue CLosInG oF THE TENTH UNITED States Civit Service REGIONAL OFFICE, 
New Organs, La. 


The Commission maintains its 10th regional-office headquarters at New Orleans, 
La. This office services the States of Louisiana and Mississippi on all civil-service 
matters. The Federal population served by this regional office is considerably 
smaller than that of any of our other regional areas. 

This region has an average employment of 80 employees, and its annual allot- 
ment of funds amounts to approximately $450,000. It is the Commission’s 
considered opinion that this regional office can be abolished and its functions taken 
over by bordering regions with no material effect upon the efficiency of operations 
and at a saving to the Government of $135,000 a year. 

The Bureau of the Budget is in complete agreement with our proposal and, as & 
result, has reduced the amount we may request of the Congress for fiscal year 1954 
by $135,000. We have reflected this saving in the various activities which will 
be affected by the closing of this office. In summary, the savings by activity 
are as follows: 





















Activity 1. Examining, placement, and veterans’ preference ___-_- . $62, 975 
Activity 2. Investigations woe < MiuvluLbiuus ‘ 41, 743 
Activity 3. Position classification _- sea wi c rs Legdass 16, 520 
Activity 8. Inspection..... ............ wide ; L ‘ 13, 762 












Webel is 5 wdciaass cats Agia eka esd __..---- 185, 000 





Annuities under special acts 








| 
| ‘ Changes: 1954 
oe Os d, ——* compared 








with 1953 
Panama Canal construction annuity and Lighthouse | | 
Service widow's benefit fund = $2, 707, 000 $2, 500, 000 | $207, 000 
The Panama Canal Construction Annunity Act__.... wal 2, 512, 000 2, 284, 000 —228, 000 
The Lighthouse Service Widow’s Benefit Act =-| 195, 000 216, 000 +21, 000 


A reduction of $100,000 has been made in this request. All of this reduction is 
in annuities under the Panama Canal Construction Annuity Act. 

In the original computation it was estimated that additions to the roll during 
fiscal years 1953 and 1954 would be at the $750 annual rate, which is the present 
average of all annuitants on the roll. However, our experience to date this fiscal 
year indicates that the average annuity of persons now coming on the rolls is 
approximately $530. This lower average results from claims filed by former 
laborers and other relatively low-salaried employees who were not citizens of the 
United States during the construction period but have since qualified for annuity 
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by being naturalized prior to December 7, 1941, as provided by Public Law 619, 
August 7, 1946, amending the act. 

This reduction in the average annuity results in an estimated reduction of 
$100,000 in the current year’s need as well as in the appropriation required for 1954. 


Civil-service retirement and disability fund 


Appropriation titles: Amount in 1954 
(a) Payment to civil-service retirement and disability fund printed budget 

(normal cost) $176, 139, 000 
(6) Payment to civil-service retirement and “disability fund 

(interest) .... 192,015, 000 
(c) Payment to civil-service retirement and ‘disability fund 

(increases i in annuities) ae 58, 987, 000 


« 4 l, 000 


The basis for determining the appropriation requirements for the above items 
has been carefully reviewed and no changes from the amounts contained in the 
1954 printed budget are proposed. 


SECURITIES INVESTIGATIONS PROGRAM 


In the narrative-justification material previously submitted for this program, 
there was included a brief progress report. This report contained information 
concerning the experience gained and anticipated program level with respect to 
the securities-investigations program transferred to the Civil Service Commission 
under the provisions of Public Law 298, 82d Congress. Included in this progress 
report was a summary tabulation showing the estimated case workload for fiscal 
years 1953 and 1954. Based on more recent information provided by the agencies 
participating in this program, revised estimated case workload is summarized in 
the following tabulation. 

Workload estimates 


1953 


AEC | Other Tote AEC Other Total 


On hand beginning of year___- —— 0 0 | 
Received ae cad | 38,842 9, 469 | 


Total workload ._-_.- : ' | 38,842 9, 469 48, 311 
Processed 33, 082 8,061 | 41,143 


On hand, end of year____..-- somieaia | 5, 760 | 1, 408 7, 168 


The above revisions in workload will have the effect of reducing the actual cost 
of this program by approximately $2,277,000, and the average number of em- 
ployees from 2, 435 to 1 ,809 for fiscal year 1954. 


REVISED BUDGET 


Senator SatronsTaLu. Now, Mr. Young, will you proceed to elab- 
orate on your prepared statement or in any other way that you see 
fit. Your revised budget was $18,050,000. The aaa budget was 
$20,300,000. Last year the budget was $18,703,35 

You are under the appropriation of 1953 by $653, 000, under the 
original Truman budget by $2,250,000, and the House cut you from 
$18,050,000 to $16,064,000; is that correct? 

Mr. Youna. That is correct, sir. 

Senator SALTONSTALL. Well, now, are you satisfied with the House 
amount? 
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IH HOt 


Vir. Younsc. I am not satisfied with the Hous« 


Il cannot overemphasize the fact that we are under 


for 1953 in this revised estimate for 1954 We 


the major part ol the cut under the origina 
of $20,300,000 In addition, the Bureau of 
additional $335,000 over and above 
present estimate of $18.050.060 


Now vhile thi total is le than our current 102 appropri 


there are certain items included in this estimate 
in which there are increa and I would like t omn 


‘ 


even though they are set forth m detail in mv prepares 
PROGRAN 


For « ample n the examini iv and placemen 
(‘ommission ve are askin for S580.000 ac 
important to not that part of this examinin 
tha development ol the program standard 
policies for all agencies right across the Gov 
conduct the actual examinations required of 
Senator. the trend with respect to the administ 


lé 


personnel system has been a decentralized trend 

etting the tandard and programs and proce 

reneral framework within which the agener 

kind of decentralized program cannot operate effect) 
the Commission fia ne mone and people 


iob of ( i | those progvral 


Also, part of the increase in funds we need ne 
activity is due to the new postmaster examination 
be given. That is one of the most important item 
Another important item Is the fact that we have found 
areas, such as the Bureau of Internal Revenue operations this 
have been in the past improper selection procedures and nonadherence 
to qualification tandard The (ommission needs the addit onal 
funds to provide for the enforcement of lewal provisions such as the 
Whitten amendment and other laws, as well as to investigate further 
areas where things have not been done as well as in the past as we 
hope they will be in the future 


CLASSIFICA'LIONS 


Another area where we are asking for a specific Increase is in our 
position-classification activity. At the present time the money we 
have enables us to audit only 1 out of every 10 positions under the 
Classification Act, to determine the correctness of the grades in which 
they have been placed by the agencies. 

Senator SALTONSTALL. When you use the word “audit” 
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Mr. Youna. | an speaking of our review of the classifications of 
jobs in the Federal seTvice It has nothing to do with money except 
that the grade of the job determines its pay. The theoretical cycle of 
review should be 1 of every 3 jobs annually instead of 1 out of 10 
If we can secure the additional funds requested, we will bring the cycl 
down to 1 out of every 8, which is still inadequate for a first class 
job 

A third area where we are asking for an increase is in the inspection 
service. This is the enforcement arm of the Civil Service Commission 
It voes into the agencies and evaluates theu personnel programs as 
well as specific personnel actions. This vear we will be able to inspect 
only about 65 percent of the major field establishments whereas we 
should be inspecting them at least annually With the additional 
funds we are asking for, we can raise that ratio from 65 to 85 percent 


TRAVEL FUNDS 


Finally, a last area in which we are asking for an increase is for 
travel funds. There, one has to remember that 90 percent of Federal 
employees are outside of the Washington area. In order to carry 
out the provisions of the various acts under which we operate, it is 
necessary for our men to be in the field a oTeal deal of the time Even 
though we intend to cut our field costs by closing the regional office at 
New Orleans, we will need more money for travel than we have had 
this vear. 

There is no way in which you can operate a decentralized system 
on a national basis satisfactorily without having people in the field 
to do the work that is required 

I think Mr. Chairman, that, about summarizes the high points in 
this appropriation estimate. | have a table here which sets forth the 
differences between these various estimates which | will be blad to 
turn over to you if it would be of any help. 


PERSONNEL REDUCTION 


Senator SALTONsTALL. Mr. Young, could | ask you this question 
As | see it, the revised figures that you submitted provide for an 
average number of all employees of 3,584. The original Truman 
budget asked for 4,092, and for the current vear there is an average 
of 3,793. So, you have a reduction in employees over this year of 
209 and a reduction over the requests of the Truman budget of 
approximately 500. Now, what did the House cut amount to? 

Mr. Youne. Could I ask Mr. Williams if he has that? 

Mr. Wiuurams. Mr. Chairman, we have not vet worked it out on a 
position basis, as the bill was reported out only last Friday. We 
have the cut only in terms of money, sir 

Senator SaALronsTaLL. Will you work it out on a position basis, and 
we will hold the record open and you may submit it to the clerk, 
because that seems to me to be one of the very fundamental questions, 
as the Civil Service works on a personne! basis. 

(The material referred to follows 
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SALARIES AND Expenses APPROPRIATION 


Comparative summary showing, by activity, the required reduction in number of 
positions in fiscal year 1954 under House Approprrastone Committee bill H. R. 4663 


Number of positions 


Changes under H. R. 4663 


etattns | | from 
Activity | son3 au. | 1954in | 1954in | 1954 un ¥ 
} thorized printed revised jder H. R | 
~™ | budget | budget 4663 1953 au- 1954 1954 
| | | thoriaed printed | revised 
. budget budget 
a ee 7 7 j j | 
1. Examination, placement, | | | 
and veterans’ preference. __| 1, 249 | 1, 540 | 1, 376 985 | — 264 | 555 | —391 
2. Investigation of character | 
and fitness for employ- | | | 
ment | 1, 208 1, 362 1,050 | 1, 050 248 —312 
3. Position classification 270 | 311 308 | 270 41 38 
4. Retirement 320 | 319 19 319 1 
5. Service record | 120 | 152 128 | 128 | +h 24 
6. Federal Personnel Council | u y 9 | 9 | 9 9 
7. Regulations, appellate, and | | } 
advisory functions | 128 132 130 123 5 | 9 7 
8. Inspection service 139 | 181 | 149 | 139 | 42 2 
9. Executive and administra | | 
tive services 233 | 235 233 | 220 | ‘ 6 | 4 
a! } | 
Total number of perma- | | 
nent positions 3, 766 4, 241 3, 712 | 3, 243 } 523 | — VOR 469 
Average number of all | | | 
employees 13, 639 4, 092 


on 
x 
os 
oe 
on 
te 
> 
= 
= 








1 Revised from 3,793 in printed budget. 


EFFECT OF BUDGET REDUCTION ON SERVICES 





Mr. WituiaMs. It is in the process of being worked out, Senator. 
I hoped we would have it available to us this morning, but we do not. 

Senator SautronsTaLL. Mr. Young, as Chairman of the Commis- 
sion, you state that the Civil Service Commission cannot afford to 
take a cut of $1,985,677 and perform the services which you are 
required to perform? 

Mr. Youna. That is correct, Mr. Chairman. The Civil Service 
Commission in certain respects is in the same position as the Bureau 
of the Budget in that it is working with all of the Federal agencies 
across the ecel, It is doing a service job. In following out the 
program of the Congress and the administration for a reduction in 
personnel it is necessary that the Civil Service Commission be in a 
position to operate effectively. 

It is a time when it pays to spend money in order to save money. 
It also means problems to the Commission. For example, the reduc- 
tion-in-force program in the Government will tend to create other 
problems on the placement of career employees who have been dis- 
placed as a result of reduction-in-force procedures. 

It also means that our legal staff which the House report indicated 
it would like to see cut, is going to have more rather than less work 
to do because, as soon as we have sizable reductions in force in 
Government, we are going to have all kinds of legal problems to 
contend with. 
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FURTHER DISCUSSION OF PERSONNEL REDUCTION 
¥ 

Senator SALTONSTALL. I refer to page 5 of the House report. That 
figure shows a reduction of $4,235,000 from the Truman budget. As 
I read those services hastily with the exception of the very last one, 
other obligations, they al] involve some reduction of personnel, is that 
correct? 

Mr. Youna. That is correct in total, sir. 

Senator SALTONSTALL. So that when you analyze your personnel 
reduction required by the House, you have to divide it up to be 
accurate into these various categories, is that correct? 

Mr. Youna. Yes, it will call for quite a readjustment internally to 
work it out under the proposal of the House Committee. 

Senator SALTONSTALL. It would seem to me that it would be helpful 
to fully inform us particularly, if we are going to revise the House 
figure upward, so that we know the number of employees in these 
various categories that are going to be reduced and what will be the 
effect on the Civil Service Commission’s service if they are reduced, in 
your opinion. Does that seem to be the way to go at it? 

Mr. Youna. Yes, sir; I think that would be quite appropriate. 

Senator SALTONSTALL. Now, you are asking for increased expenses, 
if I listened to you correctly in certain categories, are you not? 

Mr. Youna. I am, yes. 

Senator SaLtronsTaLu. Can you repeat those categories briefly? 


ADDITIONAL TRAVEL EXPENSES 


Mr. Youna. Yes, sir. The first is travel. 

Senator SALTonsTALL. Well, the travel is because of the great 
decentralization of the Federal employees. 

Mr. Youna. Yes, sir. Ona national basis 90 percent of all Federal 
employees are outside of the Washington area. A great part of our 
work must be done at the establishments they work in. 

Senator SatronsTaty. So, because of the decentralization of 
Federal employees outside of the Washington area it therefore requires 
more travelling by your own personnel. 

Mr. Youna. That is true. Every time we get a new installation 
to serve, we are required to do additional travel. 

Senator SaLronsTaLL. How much more money are you asking for 
than in 1953? 

Mr. WiriuiaMs. Approximately $100,000 for this item. 

Senator SaLtronsTaALu. That is category No.1. What is the second 
category where you are asking for an increase over last year? 


AMOUNT REQUESTED FOR EXAMINING PROGRAM 


Mr. Youna. In the examining program, we are asking for $580,000 
more than we have this year. 

Senator SALToNsTALL. Is that for new personnel? 

Mr. Youna. Yes, sir. It is to provide for some additional people 
to perform all the functions which fall under the examining program. 
One is the further development of the personnel program standards 
and policies, which sets the framework within which the Federal 
agencies operate. 
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Senator SALTONSTALL. That is the item, as I see the House report, 
on page 5 that they have cut the most substantially from the Truman 
budget? 
Mr. Youna. Yes, | think the cut is very serious. 
Senator SALTONSTALL. So that that is the item that 1 hope you 
explain to us most fully when you have had a chance to analyze it. 
Now, what is the third item which you increased? 


CLASSIFICATION FUNDS 


Mr. Youna. In the classification activity. 

Senator SALTONSTALL. Why is that necessary? 

Mr. Youna. For our classification work at the present time, we 
have funds enough to audit only one out of ten job allocations made 
by the agencies. 

Senator SALTONSTALL. You told me that. You said that. 

Mr. Youna. We are requesting funds to audit one out of eight jobs. 
We would like to get it down to a much lower proportion. We feel 
the Federal service would be that much better off. 

Senator SaLronstTaLu. There again the House has reduced that by 
$215,000 from the Truman budget. 

Mr. Youna. Yes, sir. 

Senator SattonstaLL. Now, Mr. Young, could I ask that you 
study the House reduction below the amount that you asked for in 
the various categories and study particularly the places where you 
have asked for an increase over the expenditures, and see how you 
can work it out so that pe rhaps we can reduce your revised budget and 
yet not suffer too much in any one of the categories. 

Is that a fairly possible task or do you think that is an impossible 
task? 

Mr. Youna. I am not sure that I fully understand you. 

Senator Satronstauu. I do not blame you. 

Mr. Youna. I say that because what we have done in this revised 
estimate is to change the emphasis internally as between functions, 
as to what we think needs the greatest emphasis. The result has 
been to request more money in certain of these categories and yet 
hold the total of the estimate below what we have for the current year, 
which in turn is far below the Truman budget. 


EFFECT OF REVISED BUDGET ON OPERATION 


Senator SALTONSTALL. So you feel that you have done, in submit- 
ting your revised budget, an administrative internal reorganization 
that will make the Civil Service Commission more efficient, but that 
you cannot do that if you are reduced below the figures that you 
submitted? 

Mr. Youna. That is absolutely correct in my opinion. ‘This repre- 
sents an internal reappraisal. For example, on this examining prob- 
lem, we have been hearing a great deal lately on the question of the 
Bureau of Internal Revenue. We are now in the process of an ex- 
haustive review and investigation of what has been going on in terms 
of job classifications and adherence to certain other Commission 
requirements. There are other areas which we will want to investi- 
gate continually during this coming year. That job was not done 
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last year. Therefore, we need additional funds for the purpose. Yet, 
as | pointed out, the total for the Commission as a whole is below our 
current budget figure. 

Senator SALTONSTALL. Do you have anything additional that you 
care to add to the item of salaries and expenses at this time? 

Mr. Younac. I have nothing further to add to that. My feelings 
about it are fully set forth in my prepared statement. 

Senator SALTONSTALL. And you will come forward in due course 
when you have made an analysis of the House report? 

Mr. Youna. We will furnish you an analysis of the positions which 
would be affected, and the effect of the loss of those positions on the 
service we can render. 

(The analysis requested follows:) 

CIVIL SERVICE COMMISSION 
Washington, D. ¢ ip 8, 
Hon. LEveRETT SALTONSTALL, 


Chairman, Subcommittee or Inde pe ndent Off es Appropriatior 
United States Senate, Washi gton, D. ¢ 
DrEAR SENATOR SALTONSTALL: At the time we appeared before your committes 
on Tuesday, April 21, 1953, we had not yet had an opportunity to fully determine 
the effects of the reduction in the salaries and expenses appropriation made by) 


the House in its bill, H. R. 4663, on our 1954 revised budget request It was 
agreed that we would furnish for the information of yvour committee an analysis 
of the effects of the House reductions on the Commission’s programs. These are 


discussed by activity in the following paragraphs: 


‘ 


Activity 3 eLramining, place meni, and velerar : preference 
Revised budget request $5, 951, 425 
Contained in House bill t, 414, 000 
Authorized, 1953 5, 369, 005 


The Commission’s revised budget contained a request for $5,951,425 for 


activity. The House committee report, accompanying H. R. 4663, recommende 
that only $4,414,000 be authorized. This was the largest and most serious 
reduction made by the House, a cut of more than $1,500,000 below the revised 
budget estimate and almost $1 million below the 1953 authorizatior In terms 


of money, this is a cut of 26 percent from the budget estimate; however, in terms 
of program operations, the cut will require a 60 percent reduction in competitive 
examining work by Commission offices Approximately $3,400,000 of the 
$4,414,000 made available in the House bill is required for essential continuing 
activities, leaving only $1 million instead of the $2,500,000 nm eded for competitive 
examining work. 

The essential continuing activities referred to above must be carried on re 
gardless of the changes in the size of the Federal Government which may occur 
during fiscal year 1954. The Commission must continue to set the standards, 
policies, and procedures for Federal personnel administration. It must super 
vise the operations of Boards of Examiners and furnish them with necessary 
test material and similar services. It must answer inquiries from the publi 
the Federal agencies, and the Congress on personnel matters, and must hold the 
quarterly examinations for veterans which are required by law 

In addition to the funds needed for essential continuing activities, we estimated 
that approximately $2,500,000 would be required in fiscal year 1954 for the com- 
petitive examinations needed to establish new lists of eligibles and to replenish 
lists which will become outdated. This amount is a minimum and takes into 
consideration an expected decline in the size of the Federal service \s stated 
above, the House cut allows only $1 million for this work, a 60-percent reduction 
from our requirements. The effect of this cut can be illustrated by the case of 
the Post Office Department. We had planned a full program of competitiv 
examinations for the Department in fiscal year 1954. It was our hope as we 
as that of the Department that a substantial increase in the economy and ef 
ficiency of postal operations would be achieved through a revised examinatio1 
for postmasters and a full program of competitive appointment within the postal 
service. However, to do the complete Post Office examining program would 
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require approximately $800,000 of the $1 million available under the House bill. 
This would not be practicable since it would leave only $200,000 instead of the 
$1,700,000 required to meet the needs of all other agencies. 

The reduction in funds for this activity will prevent the Commission from 
carrying out the administration’s stated objective of “strengthening the career 
service,’’ Our inability to conduct the necessary program of competitive exami- 
nations will mean a large increase during fiscal year 1954 in the number of persons 
who enter the Federal service through other than merit-system procedures. If we 
are unable to set up the new lists of eligibles and to replenish lists as needed 
during 1954, this will become an even more serious problem in subsequent years. 
We believe that a strong career service can be achieved only if adequate provision 
is made for the recruitment of new Federal workers through merit-system pro- 
cedures. 

Activity 3, position classification 
Revised budget request __- " SEA: : - $1, 598, 480 
Contained in House bill ..-- 1,400, 000 
Authorized, 1953_ - .-. 1, 400,000 


The reduction of funds to the same level as authorized for fiscal year 1953 will 
prevent the Commission from doing an adequate job of making the Classification 
Act work. Current experience, which permits audits of agencies or field instal- 
lations on an average of once every 10 vears, clearly demonstrates that agencies 
need assistance in their classification work and that more frequent audits of agency 
actions are essential. Funds requested for fiscal year 1954 are barely sufficient 
to make audits on an average of once every 8 vears, in contrast with a desirable 
cycle of once every 3 years. 

Agencies are authorized to classify their own positions in accordance with 
published standards and subject to review by the Commission. The Commission 
is required by law to audit a sufficient number of agencv classifications to insure 
compliance with these standards. Experience during fiscal year 1952 indicated 
that 25 percent of the jobs desk-audited by the Commission were found to be in 
the wrong grade, the majority being graded too high. With such experience, 
reflecting a high percentage of erroneous classifications, it would appear most 
important that the program for 1954 provide for an audit coverage greater than 
authorized funds now permit. 


Activity 7, regulatory, appellate and advisory functions 


Revised budget request____- _- 5 
Contained in House bill te ie ot ee oe a ae 
I ae 713, 888 


The reduction in this activity amounts to $65,640. While the total amount 
of the funds requested is needed to enable the Commission to carry out the pro- 
gram contemplated in the request, the most serious problem is presented by the 
specific reduction for legal services. The House committee report stated that 
in effecting the overall reduction of $65,640, it had made a reduction of 50 per- 
cent—amounting to $31,850—in the amount allowed in the 1953 appropriations 
for legal services. A requirement that the Commission operate with one-half of 
the funds needed for legal services would be most serious. There are 10 positions 
involved in our budget request, and the House cut would reduce this to only 5 
positions. A staff of this size would be entirely inadequate to handle the many 
phases of our work which require legal training. 

The persons assigned to this work, who are specialists in their fields, have 
been barely able to keep abreast of the workload at the present time. It is 
anticipated that the current agency reorganizations and changes in appointment 
and removal procedures will greatly increase portions of this work relating to 
laws, regulations, and advisory services. Practically all of the functions per- 
formed are required by law and therefore cannot be eliminated by administrative 
action. The proposed reduction of 50 percent in this item would make it impos- 
sible to handle the work on a current basis and would delay reports and filings 
with the Federal Register, as well as the preparation of the record for the defense 
of law suits, which involve many thousands of dollars. 


—— $736, 300 


Activity 8, inspection 


SO I Nk a oo wilt een atlanta $957, 618 
Neen Tn Tn ee ee nn eae eam ma ae 850, 000 
BE Fens cncins ae acta chad deh bans onde baa ae eee need 
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The Commission has delegated extensive authority to agencies to take per- 
sonnel actions under standards established by the Commission and subject to 
post audit upon inspection. It has been the Commission’s goal to review these 
actions at least once each year, on the grounds that violations that are discovered 
which have existed for more than a year are much more difficult to correct than 
irregularities that have occurred more recently. In addition, annual visits 
permit a more effective evaiuation of the agencies’ total personnel programs at 
the local operating level. 

In the current fiscal year, our inspection funds are sufficient to permit us to 
inspect about 65 percent of the more important Federal establishments. For 
1954, we requested an amount sufficient to permit the Commission to inspect 
about 85 percent of these establishments. We will be unable, under the reduction 

roposed by the House committee, to inspect some 900 of the more important 

‘ederal establishments in the next fiscal year. These establishments are located 
throughout the country and all are sufficiently important and exercise sufficient 
delegated personnel authority to warrant a review at least annually. 


[Activity 9, Executive and administrative services 


Revised budget request___--- - tat : ~~ $1, 013, 870 
Contained in House bill sisi bikn teats : th 985, 656 
Authorized, 1953 Side inal bie me 1, 013, 966 


The House bill provides a reduction in this activity amounting to $39,344. The 
most serious phase of this reduction, however, is that in effecting the reduction 
the House has allowed only $53,300, which is half of the 1953 allocation—for the 
Office of the Executive Director. If the Commission were required to reduce the 
staff assigned to the Office of the Executive Director by 50 percent, it would be 
taced with serious internal administrative problems. 

Under the current organization of the Commission, the Executive Director is 
responsible for administration of the day to day activities of the Civil Service 
Commission. Also, in the absence of the Chairman, he serves as acting head of 
the Commission. In order that the Executive Director may properly discharge 
his responsibilities it is important that he have adequate staff assistance at his 
disposal. There are only 15 positions involved in the Commission’s 1954 budget 
request for the Office of the :xecutive Director, all ot which are essential to the 
efficient operation of that office. 


Limitation on investigation of political activity cases 


Revised budget request a fa Sn Seat ea e i ate me: _.... $78, 000 
Contained in House bill_ SAI, . Re : 7 ; 65, 000 
Authorized, 1953_______- ; Je Swab edain a tcbiee Carew 


For the past several years the number of employees assigned to enforce the 
political activity restrictions of the Hatch Act has been stabilized at approxi- 
mately 10 persons. Personal services funds tor the work are included under the 
heading ‘“‘Activity 7—‘‘Regulatory, Appellate and Advisory Functions.’ This 
covers all technical personnel, such as those handling the investigation and analysis 
of evidence, as well as hearings and appropriate stenographic services. During 
this same period the number of complaints received steadily increased. The case 
procedures have been carefully studied by the Commissioners and improvements 
have been made. As a result, cases are being handled at a decreased cost per unit. 
In spite of this, a backlog has developed which is the equivalent of a full year’s 
work with the present staff. It must be borne in mind that the Commission has 
no control over the number of cases received, as the complaints to be investigated 
are unsolicited. 

The Commission is not able to assign extra personnel to clear up this backlog 
because of specific appropriation limitations placed on expenditures for this func- 
tion. Experience shows that cases in the backlog are more expensive and time- 
consuming to investigate and adjudicate as the evidence is stale and difficult to 
uncover by the time the case is reached for handling. The increase in limitation 
requested will enable two additional employees to be assigned to this work with 
@ view to eliminating the backlog and thereafter processing cases on a current 
basis. 

Limitation on travel expenses 
Revised budget request didnt .....-.- $570, 000 


Contained in House bill Jae! ; . 383, 335 
Authorized, 1953_ . -- aie oie a 479, 250 
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The limitation in the House bill for travel expenses amounts to $383,335 
This limitation represents a cut of 33 percent or $186,665 from the revised budget 
request, and a cut of 20 percent or $95,915 from the current year’s authorization. 
If the Commission is required to operate under the travel limitation contained in 
the House bill it will present a verv serious question as to our ability to carry out 
operating programs for which personal services funds are approved, 

Effective use of Commission personnel engaged in agency inspections, classi 
fication audits, investigations, and the supervision of the Board of Examiner 
program in the field makes it necessary that employees be kept in a travel status 
a substantial part of their time. \ reduction of travel funds below the amount 
requested would require the Commission to concentrate its resources on Federal 
installations at or nearby those cities in which Commission regional offices are 
located. This would prevent operating programs from being carried out uni 
formly and effectively in all geographical areas. Also, it would mean inadequate 
coverage in our check and review of agency actions in the field of personnel ad 
ministration 
CONCLUSION 





The foregoing indicates the very serious effects and the disruptions to tl 


Commission’s programs if it were required to operate under the reduced fund 


f 


provided for in the House bill. We appreciate the opportunity of furnishing this 
information to your committee, and respectfully request your careful considera 
tion with a view to restoring the full amounts requested for the purposes discussed 
above. 

Sincerely yours, 


i 


Pump Youna, Chairn 








ELIMINATION 





OF 





FEDERAL PERSONNEL 





COUNCIL 





Senator SaLTronstTaLL. Yes. Now, may I ask you, on page 7 of 
the bill the House cut out by a proviso reading, “effective July 1, 1953, 
or on the date of enactment of this act if such date is subsequent to 
July 1, 1953, the Federal Personnel Council, Civil Service Commission, 
is hereby abolished, and its personnel (at a cost not exceeding $25,000 
for the current fiscal year), files, records, and other property are trans 
ferred to the Office of the Executive Director, Civil Service Commis- 
sion.”’ Do you approve of that elimination? 

Mr. Youna. I have been looking into that situation since the House 
report came out. I did not recommend the abolition of the Federal! 
Personnel Council to the House, and I was surprised to see it in the 
report. My feeling about it is that the functions performed by the 
Federal Personnel Council are valuable and constructive and useful 
as far as the Federal personnel system is concerned. I am not con- 
vinced the Federal Personnel Council represents the best mechanics 
for achieving the objective for which it was originally established, 
Therefore, I would not argue against the House action. The func- 
tions it performs are still reserved. They should be performed as 
they are very useful. 

Senator SaALTonsTALL. By cutting out the provision the functions 
are not cut out, in your opinion? 

Mr. Younca. No, I should say not. I think the House report was 
very careful to preserve the functions. What they did was to transfer 
the functions to the Office of the Executive Director and allow less 
than half of the original budget estimate for the Federal Personnel 
Council as an addition to the Office of the Executive Director 

Senator SALTonstaLL. Would you like further time for a considered 
opinion of that, or are you satisfied to leave it that you have no 
considered opinion? 

Mr. Youna. I am satisfied to leave it as it is in the House bill. 
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Senator SALTONSTALL. So that you will leave it so that you will not 
object then if the senate accepts the House cut of that language? 

Mr. Youna. No, sir I will not object 

Senator SauvronstaLL. And it will save approximately $12 
is that correct? 

Mr. Youna. The saving ts $35,000 

Senator SALTonsTauy. It would save approximately $35,000 and 
in your opinion the functions are preserved 

Mr. WiuuraMs. I might read from the report. It says 


The committee is of the opinion as the result of hearings that the duties required 


of it can be performed more efficiently and with less funds in the Office of the 
Executive Director. 


Senator SALTONSTALL. Have you anything more to add on that? 


REDUCTION IN OFFICE OF EXECUTIVE DIRECTOR 


Mr. Youna. I would just like to point out that the House report 
also provided for a reduction im the funds for the Office of the Execu- 
tive Director even though it added to that amount this $25,000 for 
the functions of the Federal Personnel Council. This is a serious 
reduction from our point of view because the Executive Director under 
our general program of operation and organization in the Commission 
is the man who is responsible for the day-to-day operations. I think 
he should have all the help that is necessary to carry on his duties 
effectively. 

Senator SALTONSTALL. Then this reduction would be part of the 
reduction that the House recommended over your revised budget 
and would be included in the amount of the personnel reduction, 
would it not? 

Mr. Youna. Yes. They cut the office of the Executive Director 
in half and then added that $25,000 from the Federal Personnel Coun- 
cil funds. This still did not bring it up to the original total that we 
asked for the Executive Director’s office, but at the same time increased 
the functions to be performed. 

Senator SALTONSTALL. It will be hard. 

Mr. Youna. I would not say that it could not be done, but I think 
is will be a most unsatisfactory arrangement. 

Senator SALSTONALL. Will you include that in whatever way you 
think best in your statement. 

Now, if there is no further testimony on that subject, is there 
someone here, Mr. Young, who will testify on these various retirement 
funds? 

RETIREMENT FUNDS 


Mr. Youna. I have Mr. Ruddock here. He is the associate chief 
in our retirement division. Mr. Irons, the head of that division, is 
away at the present time. 

Senator SALTONSTALL. Have you any prepared statement? 

Mr. Ruppock. No, sir; I do not. 

Mr. YounG. We have no prepared statement on this. The House 
committee, as you know, decided that it would not appropriate to 
the Fund either the Government’s normal contribution or the interest 
on the unfunded liability. 
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PANAMA CANAL AND LIGHTHOUSE 





SERVICE 






Senator SaALTONSTALL. Let us take up each one of these at a time. 
The first one is Panama Canal and Lighthouse Service. The Truman 
budget called for $2,600,000. The revised budget for $2,500,000, and 
the House allowed $2,500,000, the amount of the revised budget. Is 
that satisfactory? 

Mr. Ruppock. That is enough money for that item, sir. 

Senator SALTONSTALL. Is that covering all the annuities on an 
accrued basis and building up the fund as it should be built up, or is 
the fund way behind? 

Mr. Ruppock. There is no fund with respect to that Act, sir. 
Under the Panama Canal Annuity Act Congress appropriates each 
year to pay the annuities which are provided by that law. There is 
no fund involved. 

Senator SALTONSTALL. And $2,500,000 will cover the annuities that 
will come during the next fiscal year? 

Mr. Ruppock. It is our estimate that it will pay the number now 
on the rolls plus those to be added next year. 
PAYMENT, 


RETIREMENT AND DISABILITY FUND 





Senator SaLronsTaLL. The next is ‘‘Payment, retirement and dis- 

ability fund” (normal cost). The original estimate in 1954 was 
$176,039,000. The revised estimate was $176,139,000, and the 
House allowed nothing. Now, what is the effect of the House 
allowance? 

Mr. Ruppock. The $176,139,000 which we requested for 1954 is 
the amount actuarially determined to be the Governments normal 
cost of the system. That amounts to 2.78 percent of the estimated 
payroll of those people who are subject to the retirement act. Now, 
in each year since 1929, the Congress has appropriated an amount 
directly to the civil-service retirement and disability fund. The 
$321,000,000 that was appropriated for 1953 included both the normal 
cost and the interest on the unfunded accrued liability. 

Senator SaALTonsTaLL. Was that enough? As I understand these 
funds, we have been gradually running further and further behind 
on an accrual basis. Is that correct? 

Mr. Ruppock. That was not enough in total to cover both the 
normal cost and the interest on the so-called deficiency. 

Senator SALTONSTALL. So that even an appropriation last year of 
$321,000,000 was not enough? 

Mr. Ruppock. No, it was not. 

Senator SALTONSTALL. What would be the effect this year of cutting 
out all of the normal costs plus the total of the amount of interest 
which I see estimated at $192 million more. 

Mr. Ruppock. I think the effect of that, sir, is postponing until 
some time in the future the payment of this obligation. 

Senator SALTonsTALL. Well, will there be enough money in the 
fund this year to pay the people who are entitled to it? 

Mr. Ruppock. Yes, sir. 

Senator SALTONSTALL. So what we are doing is just like we have 
done in the railroad retirement fund over a number of years. We 
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are appropriating enough to take care of the people entitled this 
year but on an accrual basis you are not taking care of whet is coming 
due in the future and not allowing for the interest tha should be 
accumulating, is that correct? 

Mr. Ruppock. That is right, sir. 


1952 DEFICIENCY APPROPRIATION 


Senator SatTronsTaLL. Mr. Cooper points out that the deficiency 
as of June 30, 1952, was $4,938 million. Do you agree with that figure? 

Mr. Ruppock. Yes, I do. 

Senator SALTONSTALL. So by not appropriating anything in this 
year that $4,938 million will be increased substantially? 

Mr. Ruppock. It will be increased, sir, by the total of the $176,- 
139,000 normal cost and the interest on the unfunded accrued liability. 

Senator SatronsTaLL. Is there any investigation or study being 
made as to whether this bookkeeping is correct? 


STUDY OF RETIREMENT PROGRAM 


Mr. Youna. Yes; there is a very broad study being made of the 
whole retirement program at the present time which will probably 
not be completed until the end of the calendar year. 

Senator SALTONSTALL. Put it this way, Mr. Young. You are 
responsible for the Civil Service Commission. In your opinion, 
putting you on the spot for the moment, is this a wise or an unwise 
reduction in view of the study and what may come out of the study? 

Mr. Younea. Quite frankly, Mr. Chairman, I would not have any 
objection to having this amount left out until the completion of the 
study—that is, until we get a better look at the overall retirement 
program of the Government and the committee’s recommendations as 
to the long range financing of these retirement systems. 

Senator SaALTONSTALL. Even if it meant piling on a big amount for 
another year? 

Mr. Youna. Yes; I think the proportion between the $5 billion 
deficit and these two requests that we have here is such that a 1 year 
delay in order to find out where we are really going would do no 
material harm. 

Senator SaLronstTALL. So that you would be satisfied as Civil 
Service Commissioner and the one responsible for administering these 
funds to accept the House figure of nothing for these acts, to wit, the 
interest and also the retirement and disability fund normal cost? 

Mr. Youne. Yes, sir; | would be satisfied to do that for this 1 year 
as we will have the results of the study by the end of the calendar 
year. 

Senator SatronstaLy. And you do not think Congress is unduly 
penalizing any individual who may become entitled to these payments? 

Mr. Youne. No, sir; the fund is more than adequate for the time 
being. In this connection, Mr. Chairman, I would like to make it 
clear that, by not pressing for an appropriation for 1954, I am not 
subscribing to a pay-as-you-go system. My position is that I am 
willing to have the fund remain in status quo until the committee, 
of which I am a member, has completed its study and made its recom- 
mendations. 
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Senator SALTONSTALL. Now, the payment retirement disability 
fund (annuity increases), the original estimate was $58,987,000. The 
revised estimate was $58,987,000. The appropriation last year was 
$58,987,000, and the House reported $31,397,000, or a cut of approxi- 
mately $27,500,000. What is the effect of that cut? 

Mr. Youne. Mr. Ruddock will answer that. 

Mr. Ruppock. | would like to point out first that there was no 
appropriation for this item last year. 

Senator SALPonsTaLL. There was no 1953 appropriation. The 
original budget asked for $58,987,000, the revised estimate was the 
same, and the House reduced that to $31,397,000, and my question 
is, What is the effect of that reduction? 

Mr. Ruppock. The effect of that reduction, sir, is to add the 
amount not appropriated, that is the $27,590,000, the cost of the 
increases in annuities under Public Law 555 for the fiscal year 1953 
to the unfunded accrued liability. 


ANNUITY INCREASES 














Senator SatronsTaLtu. Then the House says that the sum of 
$31,397,000 is requested to apply for the payment of such annuities 
during the fiscal year 1954, $27,590,000 is to cover annuities for the 
fiscal year 1953. They say the bill includes $31,397,000 for the 
increases in 1954 and there were no increases made in 1953, is that 
correct? 

Mr. Ruppock. No; that is not eorrect. The increases were paid 
from September 1, 1952. Public Law 555 which provides the in- 
creases also provides that they shall be paid from the civil service 
retirement and disability fund, so they are now being paid from that 
fund. 

Senator SALTONSTALL, I see. This would provide for the increases 
for 1954 but leave thé increases for 1953 to come out of the fund and 
would increase the deficit to that extent? 

Mr. Ruppock. That is right, sir. 

Senator SALTONSTALL. So that, Mr. Young, your statement would 
be the same to that, that you would not be worried? You would take 
this House figure? 

Mr. Youna. Yes; I would take the House figure for this one year. 
Commissioner Moore has a comment to make on the provisions of 
Publie Law 555. 

Mr. Moore. Mr. Chairman, as I recall the provisions of Public 
Law 555, it provides that for the first part of the fiscal year 1953 the 
increase in annuities could be furnished by the retirement fund. 
However, it also provided that unless the Congress appropriated for 
fiscal year 1954 there would be no additional annuity payments as 
provided for in Public Law 555. 

Senator SALTONSTALL. So you are satisfied that the House was 
correct in providing for these additional payments. Otherwise, the 
people entitled would not get the increases which the new law allowed. 

Mr. Moore. That is correct, Mr. Chairman. 

Senator SALTONSTALL. On that, in your opinion, the House amount 
should be left in and under Commissioner Young’s statement of 
waiting for the study, he is satisfied not to put in the other amount? 
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Mr. Moore. I subscribe wholeheartedly to the chairman’s state- 
ment. 

Senator SALTonsTaLL. Mr. Young, have you anything further to 
say? 

Mr. Young. I have nothing further to add. 

Senator SALTONSTALL. My assistant calls to my attention the fact 
that on page 7, line 21, of the bill and on page 8, line 16, of the bill, 
there are certain limitations put in by the House in the bill. Can you 
explain the effect of those limitations, or can one of your assistants 
explain it? 

POLITICAL ACTIVITIES 


Mr. WiuuiAMs. One of them refers to political activities, the so- 
called Hatch Act, Mr. Chairman. In this current year, we have a 
limitation of $65,000. We asked that it be increased to $78,000 be- 
cause of a backlog of cases which are presently pending with the Com 
mission. ‘The House reduced our request back to the current year’s 
level of $65,000. 

Senator SALTONSTALL. These two provision on the bottom of page 
7 and on page 8 of the bill were in last year’s act; were they? 

Mr. WiuuraMs. Referring to the Legal Examining Unit? 

Senator SALTONSTALL. Yes, sir. 

Mr. Wivurams. Yes, Mr. Chairman; those have been in our act for 
the past 8 years. 

Senator SALTonstTaLu. And those two limitations are perfectly 
satisfactory? 

Mr. WiuiaMs. Yes, sir. 

Senator SALTONSTALL. Are there any further statements to add, Mr. 
Young? 

Mr. Youna. I have nothing further. Thank you, Mr. Chairman. 

Senator SatronstaLu. Then you will give us an analysis at a later 
data and, if you want to come before the committee again to explain 
your analysis of the House cut, will you let Mr. Cooper know? 

Mr. Youna. Yes, sir. 

Senator SaLtonstaLu. Thank you very much, gentlemen. 

We will now hear from Mr. Glancy of the American Legion. 


THE AMERICAN LEGION 


STATEMENTS OF THOMAS X. GLANCY, ASSISTANT DIRECTOR, 
NATIONAL ECONOMIC COMMISSION, THE AMERICAN LEGION, 
AND CLARENCE H. OLSON, ASSISTANT DIRECTOR, NATIONAL 
LEGISLATIVE COMMISSION, THE AMERICAN LEGION 


PREPARED STATEMENT 


Mr. Otson. My name is Olson. Iam with the National Legislative 
Commission and | have with me Mr. Glancy who is assistant director 
of the National Economic Commission. He is Mr. Lavers’ assistant 
and he has a prepared statement. I think time will probably allow 
us to brief it because we have noticed the speed with which your 
committee has been operating. 

Senator SatronstaLyi. Mr. Glancy’s statement with a copy of the 
resolution will go into the record. 

(The information referred to follows:) 

32743—53-——7 
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STATEMENT OF THomas X. GLANCY, ASSISTANT Director, NaTIONAL Econom 
Commission, THE AMERICAN LEGION 


Mr. Chairman and gentlemen, I wish to express my appreciation for the 
privilege of appearing before this subcommittee for the purpose of presenting 
the views of the American Legion in regard to adequate appropriations for the 
Civil Service Commission for the fiscal year ending June 30, 1954 

You will find attached to this statement a copy of resolution No. 590 which 
was adopted by the Thirty-fourth Annual National Convention of the American 
Legion held in New York during the latter part of August 1952. The subject 
resolution is our authority for appearing here today. 

In view of the fact that the recommendations of the Bureau of the Budget 
relative to appropriations for the Civil Service Commission have not been avail- 
able to us, it is understandable that our testimony on this particular subject 
will lack specificity; however, it is our purpose to express to this subcommittee 
at least in general terms, the opinion of the American Legion on the subject, of 
adequate funds for the Civil Service Commission 

The American Legion is vitally interested in the effective administration and 
enforcement of all of the provisions of the Veterans’ Preference Act of 1944 
Similarly we feel that the protection of the merit system in Federal employment, 
based upon open competition for appointment to Federal positions, should be a 
primary objective of the Congress Unless the principle of open competition for 
Federal appointments is adhered to, veterans preference in appointment 
practically meaningless 

We respectfully urge the subcommittee to give careful consideration to the 
Civil Service Commission’s requirements in respect to the proper performance 
of: (1) The examining, placement, and veterans’ preference function; (2) the 
regulatory, appellate, and advisory function; and (3) the Inspection Service 
function. We wish to direct attention to the fact that the merit system is based 
primarily upon examination of applicants by an independent agency. This is 
the only effective instrument for assuring objective consideration of all appli- 
cants. In the event that sufficient funds are not appropriated to the Civil Service 
Commission to perform this examining function, the only check which the Civil 
Service Commission has on the various agencies of Government is through a 
post-audit conducted by the Commission’s Inspection Service. It has been our 
experience that the Inspection Service has never had sufficient funds to do a 
thorough post-audit job to insure against violations of the merit system 

Sections 12 and 14 of the Veterans’ Preference Act of 1944 provide both for 
retention preference to veterans in the event of reductions in force and also pro- 
tection to veterans against arbitrary dismissal or arbitrary reduction in rank or 
compensation. The only practical remedy for the individual veteran whose 
rights are violated is his statutory right of appeal to the Civil Service Commission 
The Commission’s obligation in this regard is classified under the ‘regulatory, 
appellate, and advisory” function. 

At the present time there is in every regional office of the Civil Service Com- 
mission a veterans’ Federal employment representative. It is the duty of the 
veterans’ Federal employment representative to be familiar with Federal employ- 
ment opportunities within his region; to encourage the employment of veterans, 
particularly the disabled; and to act as an adviser to veterans within his region 
who have Federal employment problems. The activities of the veterans’ Federal 
employment representatives throughout the country are coordinated by the 
veterans’ service staff in the central office of the Civil Service Commission. We 
are very much pleased to eall to the attention of this subcommittee the valuable 
service performed for veterans by the veterans’ Federal employment representa- 
tives and the veterans’ service staff 

In closing I wish to express again the appreciation of the American Legion for 
the privilege of appearing before the subcommittee today. 


“RESOLUTION NO. 590—Congress appropriate sufficient money for Civil Service Commission to 
protect the interest of veterans preference 


“Whereas there are approximately 1,500,000 employees with veterans prefer- 
ance employed by the Federal Government under the civil service system; and 

‘‘Whereas the American Legion conceived and followed through to enactment 
the Veterans’ Preference Act of 1944 (Public Law 359, 78th Cong.), to give 
protection to these veteran preference employees in Federal employment; and 

“Whereas the United States Civil Service Commission was given the respon- 
sibility by the Congress to see that the law was administered properly; and 
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“‘Whereas the American Legion is aware of the constant whittling by Congress 
the amount of funds necessary to police the agencies to make sure that the 
veterans preference employees are receiving their just consideration under the 
law: Therefore be it 

“Resolved, That the national convention assembled in New York, August 
25-28, 1952, direct its legislative commission to appeal to the Congress to appro 
priate sufficient sums of money to enable the Civil Service Commission to protect 
the interests of veterans preference employees under the merit system 


REQUEST FOR CIVIL SEPVICE INFORMATION 


Senator SaALTonstaALL. This is with relation to the Civil Service 
Commission and Mr. Cooper, this will be printed with the Civil 
Service Commission. 

Do you gentlemen have anything to add on the subject of civil 
service? 

Mr. Giancy. Yes, sir. If you will note in the third paragraph, | 
stated that we were not familiar with the recommendations of the 
Bureau of the Budget in regard to civil service. 

Senator Maynank. Why were you not familiar with them? 

Mr. Orson. We do not have the information. 

Senator Maysank. Why is that? 

Mr. Ouson. We cannot get it on several matters. 

Senator Maypank. I do not speak disrespectfully, but did you ask 
Mr. Dodge to give it to you? 

Mr. Ouson. Yes, sir, but not on this particular case. 

Senator MayBank. We have some pretty good people in the 
American Legion including both sides of the aisle. I do not see why 
the American Legion could not get it. 


Mr. Otson. We made the specific request and we were denied it. 


) 


Senator Maypank. Of whom did you request it? 

Mr. Ouson. Mr. Dodge. 

Senator MAyBaNnk. He denied it? 

Mr. Ouson. Yes, sir. That is for the Veterans’ Administration and 
not for this Civil Service Commission material 

Senator Maysanxk. But I want to make certain that the American 
Legion, the Veterans of Foreign Wars, and the Disabled War Vet- 
erans get that. The Farm Bureau people can get it. 

Mr. Ouson. We understand that it has not been completely de- 
veloped yet. 

Senator Mayrank. The reason why you cannot get it is because 
it has not been finished. 

Mr. Ouson. Yes. 

Senator Mayspank. I wanted to make certain that they would give 
it to you because I am certain that the chairman who is a distinguished 
Legionnaire, feels that you are entitled to at least the information 
above all people, and the veterans would be too. If it has not been 
developed, however, you would not be able to get it vet. 

Mr. Ouson. Before, we have gone before several appropriations 
subcommittees lacking special information and we merely made points 
that we wished the committee could consider when appropriating 
funds. 

Senator SALTONSTALL. | would agree with what has been said. | 
doubt that the new Commission is broken down, but they have asked 
us to put back into the revised budget the House cut. They did not 
break down their amounts for operation. 
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Mr. Guancy. The House report on this particular subject issued 
last Friday indicates that their study was based upon the budget 
submitted to the Congress dated January 9 of this year. At thet 
time we did not have any specific information. 


SUPPORT OF VETERANS’ PREFERENCE 


Senator SALTONSTALL. What you are here for is to support the 
resolution that the Congress appropriate sufficient sums of money to 
enable the Civil Service Commission to protect the interests of 
veterans’ preference employees under the merit system? 

Mr. Guancy. Yes, sir. In our prepared statement we have pointed 
out certain specific items in the budget which we think are particularly 
related to the veterans’ preference program and the merit system. 

Senator SALTONSTALL. ‘T'hen what my suggestion would be was in 
due course to take up the question with Mr. Young as to how he 
supports his figures. He has stated to us he is satisfied with the 
amount of the revised budget. Therefore, if that is satisfactory to 
him, and it is his duty to protect these positions, he ought to have 
enough money in there to do it. It is a question of administration 
then. 

Mr. Guancy. Yes, sir. We appreciate your suggestion. 

Senator SALTONSTALL. Thank you gentlemen. 

Mr. Ouson. Thank you. We appreciate the opportunity of coming 
before you. 

Senator SALTONSTALL. We will see you again when the Veterans’ 
Administration comes up. 

(The following statement was later received:) 


STATEMENT OF JEROME J. KeaTING, Vick PRESIDENT, NATIONAL ASSOCIATION 
or LETTER CARRIERS 


Mr. Chairman, my name is Jerome J. Keating. I am vice president of the 
National Association of Letter Carriers, an organization representing over 103,000 
letter carriers located in every State of the Union, Hawaii, Puerto Rico, and 
Alaska. I appreciate very much the conetnnty of presenting testimony on the 
appropriation for the operation of the Civil Service Retirement Act. 

[ wish to call the attention of the committee to the absolute necessity of making 
an appropriation for the fiscal year 1954, in order to continue the increase in 
annuities granted to the retired civil-service employees by the passage of Public 
Law 555 in the 82d Congress. The increase granted was on a temporary basis 
for 1 year and the continuation of the increase is dependent upon action by 
the Congress. 

In the budget request, the Civil Service Commission recommended an appro- 
priation of $58,987,000 for the increase to annuitants now on the rolls; $27,590,000 
was for the fiscal year 1953, and $31,397,000 for the year 1954. 

Under the provisions of Public Law 555, the first-year payment was to have 
been taken out of the civil-service retirement fund, but it is vitally necessary to 
make an appropriation for the fiscal year 1954. If this committee and the Congress 
desire to make the appropriation for the fiscal year 1953, we have no objection, 
because it will further add to the strength of the civil-service retirement fund. 
We do wish, however, to point out to the committee that, under the provisions 
of Public Law 555, it is mandatory only to make the appropriation for 1954, and 
we want to stress the necessity to this committee of making that appropriation. 

A very thought-provoking article was written by Charles Stevenson in the 
December issue of the Reade1’s Digest, which clearly pointed up the many diffi- 
culties that old people who are dependent upon annuities and pensions are con- 
fronted with in these days of extremely high prices. The Congress has made an 
attempt in Public Law 555 to ameliorate these conditions to a slight extent, 
but the retired civil-service employee still faces a tough fight in his battle to live 
on his annuity. The average annuity of the civil service retired employee, as 
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shown in the report of the Civil Service Commission for the year 1952, is $1,188 
and the average of those who retired prior to 1948 is only $1,061. This is a very 
small sum of money for 1, 2, or more persons to live on in these days of extremely 
high prices. 

The House of Representatives, in passing the appropriation for the independent 
offices, eliminated all of the requested appropriation for the civil-service retirement 
fund with the exception of $31,397,000 to pay the increase in annuities for retired 
civil-service employees for the year 1954. We sincerely hope that the Senate will 
continue this appropriation. 

There is a great Seni of controversy on the proper manner in which the retire- 
ment funds should be financed. As a result of various shades of opinions on this 
subject, a special committee was set up under Public Law 555 to study the subject. 
The Civil Service Commission, in their report, show that the civil-service retire- 
ment fund has on hand $5,037,013,138. They also state that the excessive lia- 
bility over assets amounts to $4,938,347,953. It is difficult to estimate exactly 
what a retirement plan will cost. The Business Week in a special article on the 
subject of pensions outlined seven different plans that are being followed in private 
industry for funding pensions. These plans range all the way from a pay-as- 
you-go to an actuarially funded program. The House of Representatives, by 
withholding any appropriation, showed a tendency to lean toward a pay-as-you-go 
program. We believe the correct method of financing civil-service retirement 
lies somewhere in between these two. 

Certainly a Federal retirement program is considerably different from a program 
for a private business organization. The difference lies chiefly in two fundamental 
factors: (1) The Federal Government is a perpetual entity; and (2) the Federal 
Government cannot invest and earn outside of its own operation—its investment 
of necessity must be in its own debt 

We favor the method of financing set forth in section 17 (g) of 8S. 995, a bill con- 
sidered by the last Congress, which provided: 

‘*The Commission shall submit annually, to the Bureau of the Budget, estimates 
of the appropriations necessary to finance the fund. Such estimate for each fiscal 
year shall be that amount by which the estimated balance in the fund need be 
increased in order that such increased balance be equal at the end of such fiscal 
year to the estimate of the sum of (1) the total deductions and deposits under 
this Act then in the fund for persons not retired, plus (2) the total present value 
of all future payments to persons then receiving annuities under this Act.” 

We hope that your committee will consider this subject very carefully and make 
certain that the appropriation for the temporary increase for the retired employees 
will be made by the inclusion of the appropriation for 1954, and we hope that the 
committee will restore part of the appropriation requested by the Civil Service 
Commission so as to keep the operation of the fund on a basis comparable to the 
one outlined in this statement. 

On behalf of the members of the National Association of Letter Carriers, I 
appreciate this opportunity to present these observations. 


Senator SALTONSTALL. We will recess until 2 o’clock. 
(Whereupon, at 1:15 p. m., the hearing was recessed, to reconvene 
at 2 p. m., the same day.) 


AFTERNOON SESSION 


(The subcommittee reconvened at 2 p. m., upon the expiration of 
the recess.) 
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FEDERAL POWER COMMISSION 


STATEMENTS OF THOMAS C. BUCHANAN, CHAIRMAN; HAR- 
RINGTON WIMBERLY, VICE CHAIRMAN; DALE E. DOTY, 
COMMISSIONER, NELSON LEE SMITH, COMMISSIONER; EARL 
F. SECHREST, BUDGET OFFICER; FREDERICK C. MOORE, 
ASSISTANT BUDGET OFFICER; CHARLES W. SMITH, CHIEF, 
BUREAU OF ACCOUNTS, FINANCE AND RATES; FRANCIS L. 
ADAMS, CHIEF, BUREAU OF POWER; BRADFORD ROSS, 
GENERAL COUNSEL, AND JULIAN B. TURNER, CHIEF, PER- 
SONNEL AND ADMINISTRATIVE SERVICES, FEDERAL POWER 
COMMISSION 


GENERAL STATEMENT 


Senator SALTONSTALL. The first commission this afternoon is the 
Federal Power Commission, Mr. Buchanan. 

In accordance with what we have been doing this morning, vou 
have a brief statement that we will put into the record at this point. 

(The material referred to follows:) 


GENERAL STATEMENT OF Tuomas C. BucHANAN, CHAIRMAN, FEDERAL POWER 
COMMISSION 


Mr. Chairman and members of the committee, I am Thomas C. Buchanan, 

Chairman of the Federal Power Commission. I appear here with my fellow 
Commissioners and staff members to support the Commission’s estimates for 
appropriations for the fiscal vear 1954. 
» The original estimate which was transmitted to the Congress in January 
totaled $4,570,000. That is the budget for which complete justifications were 
furnished the House and Senate Appropriations Committees and the one whicl 
we supported in a hearing before the House committee 

Since that hearing, and as a result of the special budget review ordered by the 
President and last Friday approved by the House committee, our estimate ha 
been reduced $270,000 to the current figure of $4,300,000, which is $214,300 more 
than was appropriated for 1958, We respectfully suggest that this committee 
concur in the House committee’s action in approving a total of $4,300,000. But 
we urge with all of the earnestness and sincerity at our command that in taking 
that action you restore our travel funds to the figure of $240,000, as recommended 
by the Bureau of Budget review. 

Functional statements showing the reductions by activity and comparing the 
new estimate with the current vear program were furnished your committee. I 
have additional copies here if the committee should require them In general 
the approach was to hold each activity to the current year’s level of spending 
For several activities we had already suggested reductions in the original budget. 
These activities were not affected by the special review. 

The great exception to that general approach concerned vitally impcrtant 
suspended rate increase cases—natural gas and electric. While electric cases are 
expected to increase, the critical problem at present is in the processing and dispo- 
sition of suspended natural gas rate increase cases. The Director of the Budget, 
in making the special review, recognized the importance of providing a more 
nearly adequate staff and adequate financing for its field travel requirements for 
such work, and permitted the original estimate to remain undisturbed. The 
House committee as I have said recognized only half the problem, gave us the 
added manpower but left us stranded for travel funds necessary to utilize it. 

I wish to urge most strongly that the $173,335 limitation on travel, which 
appears in the bill reported out by the House committee, be increased to $240,000 
which is $20,000 less than was included in the original President’s budget. The 
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need for that amount for travel is corollary to our need for the 20 : 
positions which the House committee allowed The i ase is needed 
the field examinations of records essential to pré and timely action 
rate increase cases 

We do not want ourselves placed in a 1osition of being critical of the Hous 
committee action. Indeed we are highly appreciative of it, but we feel that 
having convinced the committee of our manpower need we failed to demonstraté 


the vital relationship between manpower and travel funds which in combinatior 


only can meet the rate problem. For example our Rate Bureau has expend 
and obligated travel funds in its total fiscal 1953 activities the sum of $170,800 
and estimates that an additional $3,000 will be necessary to avoid involuntary 
staff furloughs or to avoid a red figure in tha amount on June 30. The total 
figure for that one bureau, $173,800, exceeds by $500 in round figures, the total 
Commission appropriation for all activities allowed by the House 
for fiscal 1954. 
And the activities of the Rate Bureau io 
Bureau of Law, including the additional litigation load which is 
present and over which likewise we have no control irthermors 
of Power, consisting principally of hydroelectric lice: g activities 
stagnated by the House Committee 1954 travel appropriation. Our field activit 
in rate matters are necessary to test the merits of rate increase applications 
can only do this by going to the company books and records. Our met! 
thus testing rate applications has resulted invariably in substantial ben: 
meeting the statutory test of reasonable rates. We urge most strongly 
Congress shall not permit that standard to be abandoned 
At the beginning of this calendar year there were 37 forma 
before the Commission which involved increases aggregating $151,500,000 per 
year. In the nearly 4 months which have since elapsed we not only have beer 
unable to reduce the workload but have been unable to prevent its growtl 
Currently there are 38 cases under suspension involving $157,900,000 per year 
and another case has been filed, though not yet su nded, in the amount of 
$3,800,000 per year Of the 38 increase cases under su pension 28 have be 
into effect by the applicants under bond 
One cannot overstate the pressing need for additional staff to help us coy 
this alarming situation, and I can assure you that additional staff plu 
travel financing for its utilization is the sole remaining ition. Durir 
year or year and a half we have diverted professional staff from other « 
rate work to the maximum extent. We have studied and restudied proce 
and methods, and have adopted with one exception every feasible aI 


| 


| gas rate cases pendi 


to cut down processing time on thes 
statutes governing our work But, as 
we are still fighting a losing battle 
Money already collected under bond as of April 1 
Projecting present suspended rate cases now un 
collections would amount to $136,448,000 ar 
timely action in these cases adversely affe 
public. It affects the investors and fi 
capital for these companies, because 
are in doubt as are the dividene 
to acquire new capital for constr i 
natural reluctance on the part of potential 
their funds in obligations or « ties when 
obscure. It affects the customers of the compani 
and subsequent customers right down to » oul 
leaves management and the Commission complet 
answer to the common proble m manpower al d tra 
the manpower half of it. 
The collection of increases under bo as is now being 
cases before us, is an expensive process, particularly when any part of the 
thus collected is disallowed and refunds must be made And, bec 
time element involved, there is no assurance that all who paid the ir 
will get their share of any refund which may be ordered 
I have stressed the rate case work here because it is the only act 
increased funds are requested. I have not discussed other acti 
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they are unimportant, but to save the committee’s time, and because I feel that 
the written justifications furnished the committee amply support our request for 
sufficient funds to maintain them at the current year’s level in most cases, and 
slightly below that level in some cases. 

In conclusion I should like to remind the committee of the great reduction 
which has already taken place in the Commission’s staff in the past few years, 
while our workload has increased uncontrollably. As shown on the graph attached, 
our average strength of 817 in fiscal 1949 has dropped to 656 in the current year, 
or a reduction of 161 employees. Our present staff strength is 644. The revised 
budget estimates for 1954 as modified by the House committee would permit us 
to increase staff to the extent of 20 average positions but without additional travel 
allowance we could not put them, or even our present staff, to an aggressive 
solution of our rate problem. 

We are all at your disposal now, gentlemen, to discuss any or all aspects of our 
estimates as may be your pleasure. 


FEDERAL PowER CoMMISSION, 
Washington, March 26, 1958. 
Hon. Leveretr SALTONSTALL, 
Chairman, Subcommittee on Independent Offices, 
Senate Committee on Appropriations, 
United States Senate, Washington, D. C. 

Dear SENATOR SALTONSTALL: The special review of 1954 estimates, which was 
directed by the Bureau of the Budget has resulted in the estimate for salaries and 
expenses, Federal Power Commission, being reduced from $4,570,000 to $4,300,000, 
or a reduction of $270,000. 

The reduction was accomplished by holding each function performed to the 
1953 level of obligations, except where they had already been entered as decreases 
in the estimates previously submitted. In the latter cases the 1954 estimates 
were not changed. 

The only exceptions to that general rule were made to provide increased funds 
for work on suspended gas and electric rate increase applications, in substantially 
the same amounts as originally estimated. The staggering workload in these 
matters and the urgency for provision of a more nearly adequate staff to work on 
them are fully explained in the justifications provided your committee. 

There are enclosed copies of a statement setting forth, for each of the Commis- 
sion’s activities, the average employment and total dollar costs as estimated for 
1953, as estimated for 1954 in the original budget, and as estimated for 1954 under 
the revised budget. The last column reflects the increases and decreases from 
1953 to the 1954 revised estimate. 

Such further information as may be required by your committee either in the 
form of written statements or in a rehearing on the estimates, will be made avail- 
able at your request. 

Sincerely yours, 
Tuomas C. BucHanan, Chairman. 
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Senator SALTONSTALL. Would you care to enlarge on that statement 
in any way, or explain to us with any suggestions you might have? 

Mr. Bucuanan. In addition to the prepared statement, I believe 
the clerk has received a summary of our appropriation requested and 
also the suggested amendments to the House bill. 

Senator SALToNsTALL. Not the amendments to the House bill 
because we were going to put those in, under the procedure we sug- 
gested this morning, at the end of the hearing. 

Perhaps you can tell us, first, what you would do with the $4 million 
and why you need it. 

Mr. Bucuanan. Our problem is rather simple. So far as the me- 
chanics are concerned, that is, but it is very important so far as the 
effect is concerned. We are satisfied with the House action so far as 
the dollars are involved. 


AMOUNT REQUESTED 


The appropriation of $4,300,000 is satisfactory. 

Senator SaLTonsTaLi. That is $214,300 above last year. 

Mr. BucHanan. That is correct. 

That has met the approval of the budget review as well as the 
House committee. 

Senator SALTONSTALL. What is the reason for the increase, salaries? 


NATURAL GAS RATE CASE FIELD 


Mr. BucHanan. We have a tremendous workload in the natural 
gas rate case field. That workload has developed so rapidly we have 
not been able to keep up with it. 

The one answer is additional manpower and additional funds 
put that manpower to work. 

Our problem, therefore, is not one of dollars on the basis of the 
House action, but to raise the limitation on travel funds. The House 
put a limitation of $173,000 on our travel funds. We had requested 
$260,000. 

TRAVEL EXPENSES 


The $173,000 is the amount that was expended actually this year 
by our rate bureau in travel expense. That in itself shows the in- 
congruity of the House action. 

The House allowed us 20 additional men to carry out the work, but 
then cut down the travel funds that would even permit our present 
staff to go to work. 

Senator SaLronsta.u. In other words, what you say is the amount 
of your budget allowed you is all right, but what you want to do is 
strike out the restriction of your travel allowance and put it up to a 
higher amount? 

ADDITIONAL EMPLOYEES 


Mr. Bucnanan. Yes, sir; $240,000, which is the amount that we 
have requested on the basis of the additional employment and our 
present employment and which passed the Board of Review, the 
budget review, and went to the House committee, but they cut it 
one-third. 
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Senator SatronstTaLu. What is the other amendment you want? 

Mr. Bucuanan. That is all. 

I would like to say to the committee: The reason for this request is 
set forth in the opening statement. If you will turn to page 4 you 
will get a fairly good summary of our situation. 


TOTAL GAS RATE CASES 


At. the beginning of the calendar year there were 37 formal rate 
cases. That is gas rate cases which involved increases aggregating 
$151,500,000 per year. Currently there are 38 cases under suspension 
involving $157,800,000. That indicates we are losing ground. It is 
not because we are not working; it is simply because the workload has 
gotten beyond us. 

[ would like to carry that a bit further. 

The money collected under bond is very important. We can 
suspend a rate case for 5 months. ‘Then on a simple motion of the 
gas company, the rates they have requested will go into effect, but we 
impose a bond liability that will cause them to earmark the funds 
until we have decided the rate case. 

On April 1, 1953, the amount so accumulated was $69,206,241. On 
an annual basis those bond collections amount to $136,448,000. 
That is on an annual basis, as I say. That is a lot of money. 

The effect of that is threefold: First of all, it hits the investor and 
the financial houses. The investor cannot collect his dividends 
because the company cannot pay dividends. The funds are not 
available for dividends. 

Consequently, that will have an effect upon any expansion of the 
natural-gas industry. They cannot readily borrow money under those 
conditions. 

Finally, it completely frustrates the management and the Com- 
mission itself because we do not want these funds to accumulate that 
way. Wewant them to be paid out. 

The simple problem we are posing to the Senate committee today 
is that the manpower that the House committee gave us will help us 
meet this workload, but the travel funds are necessary to get them 
into the field, and that is where they have to do the work, not here. 


EXPLANATION OF TRAVEL FUNDS 


I might explain the travel funds to you. 

It is not the money that is spent for railroad fare or plane fare, 
but it is the per diem expense of our men that are in the field examining 
the books of the natural-gas companies. We have set up our field 
force on a per diem basis as follows: 

When they go into the field, they spend 15 days at the maximum 
limit allowed by law at $9 per day. That takes care of room and 
board. 

After 15 days if they are on the same job, that is cut to $5 a day 
They stay at $5 a day as long as they are on that particular job in that 
particular field. It is that money that we are short. We have to 
have it. 
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rOTAL FIELD ACCOUNTANTS AND ENGINEERS 


We have approximately 90 accountants and engineers in the field 
at all times. 
Senator SALTONSTALL. You would like to go back to $240,000 of 
travel money as opposed to $173,000? 
Mr. Bucuanan. That is correct. It is a matter of $70,000, approxi- 
mately. 
rOTAL EMPLOYES 


Senator SALTONSTALL. Are these figures correct? In 1953 you 
averaged 656 employees, so-called, and the Truman budget asked for 
719 employees. The revised budget calls for 677. or 21 more employ ees 
on the average for the next fiscal year than you had the last fiscal year? 

Mr. BucHanan. That is correct. I am not sure of the 719 figure. 
I can expand that a little bit to show there what our problem really 
is as far as personnel and funds are concerned. 


OTHER RATE CASE INVESTIGATIONS 


Senator SALTONSTALL. May I ask it in this way: Maybe it would 
be more helpful to the committee? What is your present caseload and 
how long has the average case been pending? You have told us about 
the gas cases: You have electric as well as gas cases. Then you have 
other investigations. 

What is your caseload today, overall? 

Mr. Bucuanan. That is something that is almost impossible to 
answer, Senator. 

Senator SALTONSTALL. Has your business been falling behind? 

Mr. BucHanan. No, sir; it has been going up. 

Senator SALTONSTALL. I mean, has your ability to produce results 
been falling behind? 

Mr. Bucuanan. Yes. That is particularly true in the natural-gas 
rate-case field. 

Our other workload has not been current, either, but that is because 
we have concentrated all of otir available manpower in trying to meet 
this rate-increase work in the ntaural-gas field. 


NEW EMPLOYEES 


Senator SALTONSTALL. Will 21 new employees, which is the number 
allowed you under the revised budget and allowed by the House, be 
satisfactory? 

Mr. Bucuanan. I think we can get by with that number. It will 
not permit us to cut down our backlog in other fields, however, sir. 

Senator SaLtronsTaLL. Are there any questions of Mr. Buchanan? 


MONEYS COLLECTED 


Senator MaysBank. How much money did you collect last year? 

Mr. Bucwanan. $1,600,000. 

Senator Maysank. That was from power. 

Mr. Bucuanan. Mostly from licenses, hydroelectric projects. 

Senator MaypBank. You are behind in granting permission 
various communities to have gas service? 
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Mr. Bucuanan. The law requires us to give priority to these rate 
cases. That means that certificate cases that you are speaking of, 
and other matters, must be relegated to the second phase. 

Senator MAaYBANK. I mean you are behind, though. I am not 
criticizing you. I have had complaints saying that cases have been 
held up for quite a while and you have not settled them. I do not 
mean that it is your fault if you do not have the engineers and the 
auditors to do it. 

I want to have the record show that you are behind. 

Mr, Bucuanan. Yes, we are. We admit that freely because that 
is a fact. c 

Senator MayBank. That is secondary. 

Mr. Bucuanan. Yes. 

Senator Maysank. You have a huge sum of money like $150 
million, and it has increased this year $6,500,000 more. 

Mr. Bucuanan. The $6,500,000 is the annual reservation of funds. 

Senator Mayspank. You have $157 million this year. That comes 
first. I want the record to be straight on that. The granting of 
these licenses is secondary to that? 

Mr. BucHanan. That is right. 

Senator MaysBank. Therefore, you are behind on No. 1. Are you 
behind on the No. 2 phase? 

Mr. Bucnanan, Yes. 

Senator MaysBank. You are behind more on the No. 2 phase than 
No. 1 if we call No, 2 the granting of licenses? 

Mr. Bucuanan. That is right. Our workload there is not as heavy 
as in the rate increases. 

Senator MayBank. Do not misunderstand me. I was here last 
year when you came up. I know that you said you were going to 
go into the hole. 




















1949 PERSONNEL 








Mr. BucHanan. In 1949 we had personnel at an average strength 
of 817. We have average strength today at 644. I mean that to be 
out present strength. Our average strength through the present 
year will be 656. 

Senator Maysank. How will you ever catch up? 

Mr. BucHanan. If the personnel goes down and our funds are not 
there, the answer is obvious. 

Senator MayBank. You told the chairman you thought these 21 
additional employees would help out. 

Mr. Bucuanan. That relates to the rate cases. 

Senator Kircore. That does not help out on the licensing? 


Mr. Bucuanan. No. | 











EFFECT 





OF DELAY IN LICENSING 






Senator MayBank. That is the second category. 
Senator Kiicore. Is it not a fact sometimes the delay in licensing 
work works a severe hardship on some pretty good sized bodies of 
citizens? 
Mr. Bucuanan. That is true. The hydroelectric licensing is im- 
portant, and the natural-gas certificate cases are very important, 
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Senator Kireore. I am thinking of a community in my State where 
there is a gas main going right through the center of the town. They 
have been fighting for a year to try to get permission for a little distri- 
bution. They have to haul coal almost 100 miles in trucks to get it in 
there. 

Mr. Bucnanan. I think, Senator, your State and Senator Salton- 
stall’s State both have major problems at this time. 

Senator Kincore. We have severe problems. Every montli’s delay 
is occasioning greater hardship on the citizens. 

Senator SALTONSTALL. That is true in our locality, too. 

Mr. Buchanan, have you anthing more to add? 

Mr. BucHanan. No, sir. 

Senator SaALronsTaLu. Let me ask a few more questions. 


MODIFIED HYDROELECTRIC PROJECTS 


Your functions are divided into five parts. First, the licensing of 
non-Federal hydroelectric projects. 

Are you up on your work in that category? 

Mr. BucHaNnan. No, sir; we are not 

Senator SALToNSTALL. What is the average delay there? 

Mr. BucHanan. We have shifted men from the field, that function, 
into the natural-gas field. We are not as far behind in that as we are 
in the gas-certificate field or the gas-rate field 


REGULATIONS AND SURVEYS OF ELECTRIC POWER INDUSTRY 


Senator SaLronsTaLL. Then the second category is the regulation 


and surveys of the electric power industry Are you pretty well up 
on that? 

Mr. BucHaNan. Once more, the same answer would apply. We 
have moved men from that field into the other field. That work is 
going along satisfactorily, | would say. 


REGULATION OF NATURAL GAS INDUSTRY 


Senator SALTONSTALL. Third is the regulation of the natural-gas 
industry. That is the one you have discussed where you feel you are 
far behind? 

Mr. Bucuanan. That is right. 


FEDERAL RIVER DEVELOPMENT PROJECTS 


Senator SALTONSTALL. Four, investigations relating to Federal rive 
development projects. 

Mr. BucHaNnan. That is part of the licensing 

Senator SALTONSTALL. So that is tied in with No. 2 or No. 1? 

Mr. Bucuanan. Yes, No. 

Senator SALTONSTALL. There you are not as far up on your work as 
you would like to be? 

Mr. BucHanan. That is right. 


INTERNATIONAL JOINT COMMISSION 


Senator SALToNnsTALL. No. 5, International Joint Commission 
Mr. BucHanan. That is really an offshoot that we are not particu- 
larly concerned with. Our chief engineer is a member of the Inter- 
32743—53 
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national Joint Commission which operates with a similar commission 
from the Dominion of Canada on boundary water matters. 


Senator SALTONSTALL. Then primarily you want to concentrate 
these twenty-odd employees in the gas field. 

Mr. Bucuanan. That is correct. 

Senator SavronstaLu. Are there any other questions of Mr. 
Buchanan? 


RATE 





CASE BEARING ON LICENSES 





Senator Kitcore, Is it not a fact thta the rate question has a great 
bearing on the licensing question, because it offers an obstacle to the 
licensing question? I am not talking about the certification; I know 
[ am using the word wrong. I happen to know of one company 
opposing a certification in regard to domestic consumers because they 
can sell at a much higher price to merchant consumers which would 
preclude the domestic consumers who live right in the gas field where 
the gas is being produced. I happen to know they were fighting that. 

The question of certification and rates is related, one to the other, 
in such a way that you have to make a study of both in order to 
analyze the situation? 

Mr. BucuaNnan. This is my own theory, and I think it is supported 
by the Natural Gas Act: that is, that the basis of the Natural Gas 
Act is rates. The certification is just a function attached to that. 


ADDITIONAL PERSONNEL 


I want to say, Mr. Chairman, by saying we are satisfied with 21 
additional personnel we do not believe that will meet our big problem. 
If we had 719 employees, the number we asked for originally under the 
Truman budget, I think we would do a much better job, but we 
appreciate the fact that the economy approach must be faced, and the 
21 men will help us in our particularly busy field of rate-increase work. 

Senator Savronsta.LL. Thank you, sir. 

If there is no further comment, we will declare the hearing on the 
Federal Power Commission closed, by putting in the amendments 
requested, which will increase the travel allowance from $173,335 to 
$240,000, with the reasons therefor. 
(The material referred to follows:) 


FEDERAL POWER COMMISSION 








SALARIES AND EXPENSES 


(Estimate 1954, $4,300,000; act 1953, $4,085,700) 


Page 10, line 12, strike out 
an increase of $66,665. 

The House report contains no statement respecting the travel limitation. 

It is requested that the travel limitation be increased in order to provide the 
funds necessary to permit examination of the accounts and records of utilities 
in the field in connection with natural-gas rate-increase cases. 

It may be noted that, in approving a total of $4,300,000, the House committee 
approved an increase in staff for rate-case work. But, in reducing the original 
travel estimate by 33% percent, it denied the travel funds necessary for the 
efficient utilization of the additional staff. 

It is therefore urged that the limitation be increased to $240,000, which is 
$20,000 less than originaliy requested. It is believed the facts recited above 
are persuasive reasons for House committee acceptance in conference of the 
restoration requested, since it is essential to proper carrying out of the program 
contemplated by the House committee. 





$173,335” and insert in lieu thereof ‘‘$240,000’’, 
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Senator SALTONSTALL. The next group is the Federal Trade 
Commission. 


FEDERAL TRADE COMMISSION 


STATEMENTS OF EDWARD F. HOWREY, CHAIRMAN; JAMES M. 
MEAD, COMMISSIONER, STEPHEN J. SPINGARN, COMMISSIONER ; 
WILLIAM P. GLENDENING, JR., ASSISTANT SECRETARY AND 
CHIEF, DIVISION OF BUDGET AND FINANCE; AND CORWIN D. 
EDWARDS, DIRECTOR, BUREAU OF INDUSTRIAL ECONOMICS 


GENERAL STATEMENT 


Senator SALToNSTALL. Mr. Chairman, we will put in your prepared 
statement in accordance with the custom we are adopting and the 
copy of the letter to the chairman of the House Appropriations 
Committee on Independent Offices. 

(The material referred to follows: 


STATEMENT OF Epwarp F. Howrey, CHarRMAN, FEDERAL TRADE COMMISSION 

Mr. Chairman and members of the committee, I took office as Cl 
the Federal Trade Commission just 3 weeks ago You will appreciate, L 
sure, that in such a brief period I have been unable to reach an informed judg 
ment on many of the finer points of the fiscal requirements of the Commissior 
in its various areas of activity. Subject to this limitation, I will vy best to 
answer any questions you may wish to ask I am fortunate have with me 
today my colleagues, Commissioners James M. Mead, § n J. Spingara, and 
Albert A. Carretta, and several senior staff members. They ll be glad to be 
of help where I cannot. 

On January 5 of this year, the Commission submitted to the Appropriatiot 
Committees of the House and Senate a proposed budget of $5,500,000 After 
January 20, that proposal was reconsidered by the Commission and the Bureau 
of the Budget, and it was reduced by 18.2 percent. Based upon this recor 
sideration, we are now presenting to you a total budget request of $4,500,000 
I am in complete accord with this new figure, which is based upon the sound 
judgment of the new Director of the Bureau of the Budget 

The Commission has jurisdiction over all business other than banks, public 
utilities, and certain types of specialized commercial activity. Its regulatory 
duties are really staggering when one considers the size and extent of our business 
community. 

The principal responsibilities of the Commission are 

1. To promote free and fair competition and safeguard the consuming public 
through prevention of combinations in restraint of trade, false and misleading 
advertising, and other unfair methods of competition or deceptive acts and prac- 
tices; to make general economic investigations and studies; 

2. To prevent certain types of price and service discriminations, exclusive 
dealing and tying contracts, acquisitions of competitors, and interlocking direc- 
torates ; 

3. To require proper labeling of wool and fur products; 

4. To supervise export-trade associations; and 

5. To petition for cancellation of improper trademarks. 

I would like to say a few words about the general scale of the Commission's 
budget. The Commission has not shared in the growth of number of employees 
which has characterized the Federal Government generally, although the scope 
of the Commission’s duties has been substantially increased by new legislation. 
The level of operations has fluctuated, but it is today substantially the same as it 
has been for a long time. The Commission had on its payroll, on April 1, 1953, 
646 persons. In 1941, it had 694; in 1939, 687; and as long ago as 1931, 546. 

It is significant in this connection that during the period since the enactment of 
the original Federal Trade Commission Act and Clayton Act, the Commission has 
been given the responsibility of administering new laws. Among these are the 
Robinson-Patman Act, the 1938 Wheeler-Lea Act, the Wool Products Labeling 
Act, the Fur Products Labeling Act, and the antimerger amendments to section 7 
of the Clayton Act. 
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It might be noted that the estimate of $4,500,000 is $321,200 more than thé 
Commission's appropriation for the current fiscal year. A substantial portion 
of the increase has a single purpose; namely, enforcement of the new antimerger 
provisions of section 7 of the Clayton Act. 

The amendment to section 7, which became law on December 27, 1950, directs 
the Commission to prevent corporations from acquiring other corporations where 
the effect may be substantially to lessen competition in any section of the country 
As preliminary inquiries establish the need for complete field investigations and as 
these investigations approach the trial stage, a larger expenditure of manpower i 
naturally required. Of the proposed increase of $268,000 for the antimonopoly 
program, $108,100 is allocated to the Bureau of Antimonopoly, primarily for th« 
investigation and trial of merger cases. Eighty-seven thousand four hundred 
dollars is allocated to the Bureau of Industrial Economics for the preliminary 
screening of merger cases and economic assistance to the lawyers in investigation 
of cases that appear to call for acvion. 

The remainder of the increase for the antimonopoly program is included in 
various types of supplementary assistance, of which the most substantial are an 
increase of $29,000 in the stenographie pool and an increase of $51,200 for varion 
types of operating expenses and supplies. There is also included an increase of 
$5,500 for administrative salaries 

The only other increase in the proposed budget is $47,500 for enforcement of th: 
Fur Labeling Act. This act became law on August 8&8, 1951. No funds hav: 
previously been provided for its administration 

All of the allocations contained in our proposals were made by the Commissior 
prior to my assuming office. It may well be that after I have had further oppor 
tunity to review the program of the Commission and its operations, I will want 
to recommend changes in the use and expenditure of funds 

I should like to make special mention of the fact that H. R. 4663, reported on 
April 17, 1953, by the Committee on Appropriations of the House, imposes a 
restriction of $163,035 upon expenditures for travel during fiscal year 1954 
Among the principal functions of the Commission is the investigative work under 
taken in connection with the preparation of legal cases and economic studies 
Major investigations are customarily made in the field, away from Washington 
Any limitation on travel of necessity affects this all-important investigative wor! 
and, in turn, the decisions of the Commission which depend upon it. I urge that 
the limitation suggested in the House be removed. 

Before concluding, I would like to recall that President Eisenhower stated he is 
opposed to all unnecessary Government restrictions and regulation of privat 
enterprise At the same time, he said: 


* * * T favor with equal vigor the maintenance and effective enforcement of 
the necessary basic safeguards to free American enterprise These are provided i 
our antitrust laws supporting fair competitive pricing practices American 


business cannot prosper and contribute in growing measure to our national well 
being unless the opportunity to engage in business and to provide consumers wit! 
new and better products and services is vigilantly preserved. Our laws against 
unfair and destructive pricing practices as well as other practices leading to 
monopoly must be fearlessly, impartially, and energetically maintained and 
enforced.” 

I believe the amount recommended by Mr. Dodge is necessary to carry out 
this program, 

FeperRAL TRADE ComMmMISSION, 
Washington 25, March 31, 1958, 
Hon. Joun Paris, 
Chairman, Subcommittee on Appropriations for Independent Offices, 
House of Representatives, Washington, D. C. 

My Dear Mr. CHatRMAN: On March 16, 1953 the Federal Trade Commisso: 
was advised by the Director, Bureau of the Budget, that this Commission’s 
request for appropriation was reduced from $5,500,000 (the amount of the original 
submission to Congress and subsequent justification to your subcommittee) to 
$4,500,000, a decrease of $1 million or 18.2 percent, 

This 18 percent reduction was considerably in excess of the amount previousl: 
discussed at a Budget Bureau hearing. Subsequently, the Commission submitted 
revised estimates effecting a 10-percent reduction to the Bureau of the Budget 
for consideration On March 19. 1953, I requested the Director, Bureau of the 
Budget, to reconsider the 18-perecent reduction applied to the Commission's 
request for funds for fiseal year 1954 in the light of the work the Commission will 
be required and expected to perform during the year. To date I have received 
no reply to this request. 
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There are attached schedules reflecting the allocation of funds for the Federal 
Trade Commission for fiscal year 1954 on the revised basis of $4,500,000. The 
increase of $321,200 over the fiscal year 1953 appropriations is allocated as 
follows: 

1. $108,100 to the Bureau of Antimonopoly This will provide $90,100 for 16 
attorneys and $18,000 for travel funds for the increased workload on regular 
antimonopoly and antimerger cases and compliance work 

2. $87,400 to the Bureau of Industrial Economics. This will provide $80,000 
for 16 positions and $7,400 for travel funds for the Division of Economie Evidence 
solely for antimerger law enforcement and economic assistance in the anti 
monopoly legal casework 

3. $40,000 to the Bureau of Antideceptive Practices. This will provide 
$32,000 for 7 positions and $8,000 for travel funds for enforcement of the Fur 
Products Labeling Act. You will recall that no funds have been provided for 
enforcement of this act and that the work accomplished under this statute has 
been effected by transferring personnel from enforcement of the Wool Products 
Labeling Act 

4. $29,000 for 12 positions in the stenographie pool will expedite the progress 
of legal cases. 

5. $5,500 for 2 clerical positions in the Bureau of Administration, Division 
of General Services. 

6. $20,000 for additional printing which the Commission will be required to 
have done at the Government Printing Office consisting of 1 volume of Com 


mission decisions and the printing of briefs in cases which have been appealed to 
the higher courts. 

7. $31,200 for additional general operating expenses consisting mainly of 
telephone and telegraph charges, increased cost of stenographic reporting services, 
and increased costs of supplies and materials 

As shown in the functional summary attached, these amounts reflect an increase 
in the Commission’s functional programs as follows 


Antimonopoly, investigation and litigation $268, 200 
Antideceptive practices, Wool and Fur Act administratio 47, 500 


Administrative salaries F 5. 500 


Total 321, 200 


The dissenting views of Commissioner Spingarn as contained in his memoran- 
dum of March 23, 1953, are also transmitted herewith 
Should your subcommittee desire any additional information or explanation, we 
will be glad to furnish it upon request. 
Sincerely yours, 
James M. Mean, Chairman 


1954 Bupcet Request, Revisep Mar. 30, 1953—ComPaRATIVE SUMMARY 
FUNDS BY OBJECTS 


Salaries and expenses, Federal Trade Commission 


Revised 
1944 esti- 


mate 


Personal services $3, 934, 960 | $3,890,765 | $4, 136, 365 
Travel 184, 653 163, 035 196, 435 
Transportation of things 3, OR2 1, 500 3, 000 
Communication services 29, 599 ), 000 28, 000 
Rents and utility services 9, 587 0, 000 11, 000 
Printing and reproduction 35, 030 ), 000 40, 000 
Other contractual services 23, 119 500 16, 500 

Services performed by other agencies 17, 040 , 000 22, 000 
Supplies and materials 46, 709 7, 500 39, 200 
Equipment 92 091 00 7, 500 
Refunds, awards, and indemnities 147 


Totals 
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Estimated expenditures by function, revised Mar. 80, 1953 


1952 1953 Revised, Increase, 
fiscal year fiscal year 1954 1954 
actual estimate estimate revised 


Antimonoploy 
Investigation and litigation $ 806 . 960 | $2,024 
Economic and financial reports 511 390 
2. Antideceptive practice 
Investigation and litigation , 400 ; R86 1, 107 
Trade practice conferences 696 835 207, 
Wool and Fur Act administration , 104 3, 390 320, 
Lanham Act and insurance 23, 601 23, 775 23 


Executive direction and management 412 855 292 


Administration . 297 709 


226, 


206, 


Total 800 4, 500, 000 
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Marcu 23, 1953. 
Memorandum for the Commission: 
Subject: Allocation of the million dollar reduction in FTC 1954 budget estimates 
now ordered by Budget Director Dodge. 


The Commission has appealed this million dollar reduction and asked for an 
opportunity to present its case for reconsideration personally to Budget Director 
Dodge. It has further voted to appeal to the President from his decision if Mr. 
Dodge denies reconsideration. It has also asked Mr. Dodge to advise us in 
writing of the Budget Bureau’s suggestions for accomplishing it (if the Commis- 
sion’s appeal is denied) which suggestions so far have merely been communicated 
orally by the Budget staff to our Budget Officer, Mr. Glendening. 

I shall, of course, continue to stand with other members of the Commission in 
pressing our appeal from this drastic cut as vigorously as possible. 

Since time is short and sirice the possibility that our appeal will be denied must 
be envisaged, I attach herewith a table indicating my views as to how the million 
dollar cut should be allocated if we are compelled to take it. 

I note that I have eliminated all but 6 of the 34 positions originally requested 
for the consumer dollar study. My thought is that we should continue the plan- 
ning on this study with the idea that we will submit for inclusion in the 1955 
estimates (to be submitted later this year to the Budget Bureau) a new item for 
this study. I believe that the economic situation may be such by next year that 
the urgency and demand for this study may be much greater than it is now so we 
should not be caught unprepared on the planning end of it. 

Of the total of 161 reductions in positions necessary to accomplish the new 
million dollar cut, I am proposing that 68 be in the antideceptive work, 77 in the 
antimonopoly work, and 16 in administration and miscellaneous items. Aside 
from the foregoing personnel cuts, there would, of course, also have to be propor- 
tionate cuts in our 1954 travel and miscellaneous appropriation estimates other 
than personnel. 

I request that this memorandum and the attached table be submitted to the 
Budget Bureau and the House Appropriation Committee if and when our appeal 
from this cut is denied and it becomes necessary to advise the Budget Bureau or 
the Appropriation Committee or both as to how we wish the reduction allocated. 


STEPHEN J. SPINGARN, Commissioner. 


Proposed reductions in FTC positions authorized in 1954 budget in order to achieve 
18.1 percent further cut now ordered by the Director of the Bureau of the Budget 
($1,000,000 cut in $5,500,000 1954 F TC budget) 


{Notre.—As submitted to Congress, the 1954 Budget authorized 888 positions for FTC. The new cut now 
ordered by the Budget Bureau requires a reduction of 161 positions] 
A. ANTIDECEPTIVE WORK 
Proposed 
reduc 
tion in 
Antideceptive practices: positions 
(a) Wool and Fur Labeling Acts work_. : : ; 5 30 
(b) Other Bureau of Antideceptive Practices work 20 
Industry cooperation: 
(a) Trade practice conferences- -- 
(b) Stipulations bbe tcder sd ; 
General Counsel: Trade mark and insurance work 


Bureau 


B. ANTIMONOPOLY WORK 
Antimonopoly: 
(a) Export Trade Act........-- idea » dias ; 
(b) Other Bureau of Antimonopoly work (including Antimerger 
Act and Robinson-Patman Act work) 
Industrial economics: 
(a) Consumer dollar study - -- 
(b) Economic evidence _ - -_-_ ~~ 


C. ADMINISTRATION AND MISCELLANEOUS 


Administrative divisions, legal records, stenographic pool, hearing 
examiners, Commissioner’s offices ne 16 


Total — 161 


Note.—In addition, cuts proportionate to the above personnel cuts will have to be made in 1954 FTC 
travel and miscellaneous appropriation estimates. 
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REVISED BUDGET 


Senator SatronstaLu. The revised budget is $4,500,000, which is 
$1 million less than the original or Truman budget. 

The House cut the revised budget by $321,200, the same amount 
the Federal ‘Trade Commission had last year, to wit, $4,178,800. 

You are satisfied with that? 

Mr. Howrey. We should like to have the House cut restored and 
be given the $4,500,000 which was recommended by the new Director 
of the Budget which was, as you suggested, a $1 million cut from the 
Truman budget, or an 18.2-percent reduction. 


EMPLOYEES 


Senator SALTONSTALL. The average number of employees last year, 
1953, was 661. 

The original or Truman budget called for 846 employees and the 
revised budget calls for 714. 

Do you agree with those figures? 

Mr. Howrey. Yes; I do. 

Senator SALTONSTALL. Then if you take the House figures, which 
would be the same as last year in amounts, would it give you the 
same number of employees as you had last year? To wit, 661? 

Mr. Howrey. I understand not, because of certain mandatory 
salary increases 

Senator SaALTonsTaLL. What would be your approximate man- 
power if the House figures prevail? 

Mr. Howrey. It would be a cut of $35,000 

Senator SaLronstaLL. Could you give that to me in numbers of 
employees? 

Instead of 661 employees which you had last year, how many em- 
ployees would the House figures give you this year? 

Mr. Howrey. About 655. 

Sentor SALTONSTALL. Or six people less from a vear ago. What 
request are you making of this committee toward restoring that 
$321,200? 

Mr. Howrey. We should like to have it restored in full so that we 
would have the $4,500,000 recommended by Mr. Dodge. 

Senator SALTONSTALL. If that is done, you have various depart- 
ments here. The revised figures would give you the various allot- 
ments in your various departments totaling 672 positions; is that 
correct? 

You do not show what the revised figures would be in this blue sheet 
that I have before me, do you? 

Mr. Howrey. Under the House bill? 

Senator SALTONSTALL. No; under the revamped bill. 

Mr. Howrey. Yes. Weshow in the last column where the increased 
amount of $321,200 would go. 

That is the functions and the allocations to the various bureaus. 


BUREAU OF ANTIMONOPOLY 


Senator SALTonsTALL. You would put 16 employees in the Bureau 
of Antimonopoly, 7 in the Bureau of Antideceptive Practices, 16 in the 
Bureau of Industrial Economics, 12 in the stenographic pool, and 2 
in the Bureau of Administration; is that correct? 
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Mr. Howrey. Yes 

Senator SALTONSTALL. Why do you need 16 more employees in 
the Bureau of Antimonopoly? 

Mr. Howrey. That is primarily for the new antimerger amendments 
to section 7 of the Clayton Act which, as you recall, amend the act to 
prohibit mergers and gives the Commission quite a great deal of 
increased work to do. 

We started that work in 1950. It has been increasing and we now 
have reached a rather large workload under that section of the act 

This increase would be almost entirely for that work, antimerger 
work. 

Senator Kircore. What was the bureau which prohibited the pur- 
chase of the physical assets. We have previously prohibited, under the 
old act, the purchase of stock. Under that we prohibited the pur- 
chase of physical assets if it tended to create monopoly. That 
what this money is needed for? 

Mr. Howrey. Yes. 

Senator Kitcore. In other words, if you do not get sufficient per- 
sonnel to enforce it, they are going to go ahead with these dairy merg- 
ers and distribution mergers of all sorts until you catch them; is that 
right? 

Mr. Howrey. That is correct. That is the purpose of the section 
and it isa new amendment. We are just getting into it. 

We do need this money. 

Senator Ki,core. We gave you a duty. This would preclude the 
wherewithal to carry out the duty; is that right? 

Mr. Howrey. It would handicap us, at least. 


IS 


INVESTIGATION OF CONSUMER’S DOLLAR 


Senator Kitcorsr. Would this permit you to go ahead with the in- 
vestigation of the consumer’s dollar? 

Mr. Howrey. No. As I understand it, Senator, and I have only 
been 2 weeks and a half in the job, this would not, sir. 

Senator Kincors. | mean the funds which, if restored up to the 
present budget, would allow the necessary money to go ahead with 
that investigation? 

Mr. Howrey. No. It would not. The House committee par- 
ticularly directed us not to do that. 

The Dodge budget did not include funds for that purpose. 

I have only been 2 weeks in the job and if I make a misstatement, 
I will ask the principal members of the staff and my colleagues to 
correct me. 

But I understand we are not to have any funds for the consumer- 
dollar study. 

Senator Kircore. Is it not rather puzzling to you that there was 
such a wide divergence between the cost of living to the consumer 
and what the farmer or the producer gets for his raw material? 

Mr. Howrey. Yes. 

Senator Kincore. It has always puzzled me why apples in my 
State sell for $2 a bushel and here in Washington the same identical 
basket of apples sells for $6.50. 

i wonder what part of the consumer’s budget comes out of that 
little bit of transportation cost because it is only 100 miles to bring 
them here. I am very much interested in that consumer-dollar 
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investigation. I wanted to gel that into the record here because | 
think it works against the farmer and against the consumer. 

Mr. Howrey. In that connection, the House report specifically 
disallowed a request for $186,000 to provide for a statistical analysis 
of the consumer dollar. 

Senator SALTONSTALL. That was not put in by the new Budge 
Director? 

Mr. Howrey. It was not included in the new budget. It was not 
included in the new proposal of the Commission and the House 
committee has specifically removed it. 


GOVERNMENT PURCHASING 


Senator Kiteore. Does that not also affect Government purchasing 

Mr. Howrey. I do not believe I am qualified to answer that 

Senator Kiteore. I might call the attention of your staff to the 
fact that some 3 months ago I called attention to a certain case of a 
Government contract in which the Government stood a chance of 
having to pay $187,000 more. 

By means of investigation by your agency, the material was procured 
for the contractor so he could go ahead with his job and saved the 
Government that much. 

Within the next 6 months it will save the Government a half 
million dollars on that contract alone due to a middleman in there 
who was reaping about a 50-percent profit on his operation, and due 
to conspiracy between the furnisher of the material and this middle- 
man. 

I do want to thank the Commission’s staff for the work they did on 
that because they have already saved the Government considerabk 
money and I think in the future will save a whole lot more becaus« 
the Government is also a consumer. 

That is why I am interested in the consumer-dollar study. 

Mr. Howrey. There are no funds whatever provided for that 
study. 

Senator Kingore. It is prohibited in the House bill? 

Mr. Howrey. In the House report. 

Senator SALToNsTALL. What is the meaning then in the House 
report, on page 6 at the bottom of the page, where it says that the 
committee has specifically disallowed a request for 186,000 provided 
for a statistical analysis of the consumers’ dollar. 

The committee was advised that $11,000 would be expended ¢ 
fiscal vear in preparation for undertaking this surve 


“Since this sum was not required for the regularly 
Commission during the current fiscal 1 
fiscal year 1954 a similar amount of $11,000 be app 
for the enforcement of the Fur Labeling Act.’”’ 


vear, the 


I do not understand that. Are there two figures of $11,000 each? 

Mr. Howrey. There was sort of a pilot study going on in prepara- 
tion for making a consumer-dollar study and $11,000 were being 
expended for that purpose. 

As I read this language, the House committee suggests that since 
we had that money available last year for the survey, we will not 
need that money this year for the consumer-dollar survey, so they 
suggest we allocate it to the Fur Labeling Act for additional enforce- 
ment, 
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Senator SALTONSTALL. What is the status of the survey of the con- 
sumer dollar? 
Mr. Howrey. I think maybe I should ask Dr. Edwards to answer 


that. He is the head of the Bureau of Industrial Economics of the 
Federal Trade Commission. 







STUDY 





CONDUCTED 


Mr. Epwarps. We were making the plan for this study under : 
directive from the President, and in light of the fact that no funds 
were included for it in the revised budget nor under the House action, 
we have wound up that planning. We have set down in a memoranda 
such thinking as we had done, so that if the project should ever be 
picked up again our work would not be wasted. 

Senator SALTONsSTALL. What that amounts to is this $11,000 for 
this consumer-dollar survey was this pilot study of it has been con- 
ducted as far as it could be conducted with the $11,000 available. 
Is that correct? 

Mr. Epwarps. The $11,000 was not available. Because the pro- 
ject was directed by the President, we felt we had to do it. We 
diverted people from other work at considerable inconvenience in 
order to do it. 


Senator SarronstTauy. So the pilot study has been made, but the 
amount has been dropped out? 

Mr. Epwarps. The funds which we diverted from other economic 
reports to this, according to the House report, would now be trans- 
ferred from economics to work on fur labeling. 

Senator SALTONSTALL. So there would be no more funds for a fur- 
ther pilot study of the consumer-dollar problem? 

Mr. Epwarps. No more, nor would there be a chance to resume 
the work we dropped in order to do that. 

Senator SaLtronsTaLL. That $11,000 is now going over to the en- 
forcement of the Fur Labeling Act? 

Mr. Epwarps. That is the House reports direction. 

Senator SatronstaLu. Senator Kilgore, are you satisfied on that 
point? 

Senator Kincore. I am not satisfied; I am utterly disgusted. 

Senator SALTonsTALL. The statement made by the chairman con- 
tains the wrong word. 

I also have received a letter on this subject from Senator Gillette, 
which will be placed in the record. 

(The letter referred to follows: ) 

Unitep States SENATE, 
CoMMITTEE ON FoREIGN RELATIONS, 
April 20, 1953 
Hon. LEveERETT SALTONSTALL, 
Senate Office Building, Washington, D. C. 

Dear SENATOR SALTONSTALL: It is my understanding that your Subcommittee 
on Independent Offices of the Senate Appropriations Committee will in the very 
near future be considering the budget for the Federal Trade Commission. 

I am taking the liberty of sending you herewith a copy of a letter which I 
addressed on February 27 to the House Independent Offices Subcommittee 
members concerning an item in the FTC budget which provides $186,000 to enable 
the Commission to undertake a study of the breakdown of the consumer’s dollar. 


I hope this letter may be of value to your subcommittee in its consideration 
of this matter. 


With kind regards, 
Sincerely, 
Guy M. GILLeTrTs. 
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FEBRUARY 27, 1953 
Hon. Joun PHILLIPS, 


House of Representatives, Washington, D. C. 


Dear CONGRESSMAN Putuurps: I would like to call to your attention one small 
item in the budget for the Federal Trade Commission for fiscal year 1954 which 
your Subcommittee on Independent Offices will be considering. This is a request 
for $186,000 to enable the Commission to begin a study of the breakdown of the 
consumer’s dollar. 

As you may recall, during the 81st Congress I was chairman of a subcommittee 
of the Senate Agriculture Committee which studied the problem of price spreads 
in a number of fields including bread and cereals, meat, milk and dairy products, 
coffee, eggs, and others. This subcommittee has not been in existence since the 
end of the Slst Congress, and, to my knowledge, no other committee in Congress 
has undertaken or is prepared to undertake this type of study on the comprehensive 
basis necessary to provide Members of Congress with the essential facts relative 
to this exceedingly significant subject 

It is my understanding that if funds are provided for the Federal Trade Com- 
mission as requested in the budget, the needed information will be gathered and 
made available to Congress and the public on a continuing and systematic basis 

In my opinion the need for this type of information is now particularly acut« 
On the one hand farm prices have been declining for several months. On the other 
hand we hear many complaints to the effect that these declines in farm prices have 
not been fully translated into lower consumer prices. The figures of the Department 
of Agriculture show that the overall spread between the farmer and the consumer 
has in fact been rapidly increasing. But what we do not know is what changes 
have taken place in the various components that make up the overall spread 
between the farmer and the consumer. For example, we have no information 
which would indicate how much of the increase in the spread has been due to 
higher labor costs, higher processing costs, higher wholesale margins, higher retail 
margins, etc. The proposed study of the FTC would provide us with this badly 
needed information 

I hope that the Independent Offices subcommittee of which you are chairmar 
will approve this program I am sure the benefit to Congress and to the public 
will repay the cost many times over. 

With kind regards. 

Sincerely, 
Guy M. GILuLerre 


BUREAU OF ANTIDECEPTIVE PRACTICES 
FUR LABELING 


Senator SALTONSTALL, The next bureau is the Bureau of Antide- 
ceptive Practices. You are asking for seven people. Why? 

Mr. Howrey. That is for fur labeling. We had no funds appro- 
priated for that purpose in prior years. We have had to divert funds 
from other work to fur labeling. 

Senator SALTONSTALL. But you cannot employ seven people with 
$11,000. 

Mr. Howrey. That was a different matter. The sum here would 
be $32,000 for salaries; $8,000 for travel, making a total of $40,000. 

Senator SALTONSTALL. That would be an increase of seven positions? 

Mr. Howrey. That is right. 

Senator SaALToNsTALL. And that is for fur labeling? 

Mr. Howrey. Yes. 

Senator SALTONSTALL, Do you believe the House is right in saying 
that? 

Mr. Howrey. The House did not give us the $40,000, but they 
said we could take the $11,000 we used for the consumer dollar study 
and use it for fur labeling. 
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Senator SALTONSTALL. Is that enough? 
Mr. Howrey. No, I do not think it is. I think there has been 
great interest by both the Congress and the public in the Fur Labeling 


Act. 


We feel this $40,000 is necessary to doa good job. 





Bureau or INpusTRIAL Economics 


ADDITIONAL PERSONNEL 





Senator SatronsTaLu. Then the next is the Bureau of Industrial 
Economics. You want 16 more people than the House has given you 
What is that for? 

Mr. Howrey. That is also for the same purpose as the Bureau of 
Antimonopoly. The Bureau of Industrial Economies works closely 
with the Bureau of Antimonopoly on these section 7 antimerger cases 

They do the economic work to determine whether competition is 
injured and whether a merger lessens competition. 

So that also is all for section 7. 

Senator SavronstaLL. That would give you 32 more people in this 
Bureau of Industrial Economics and Antimonopoly which are tied in 
together? 

Mr. Howrey. Yes, for section 7 work. 


STENOGRAPHIC POOL 





Senator SAvronstaLL. The stenographic pool has 12 more em- 
ployees. Do you need them? 

Mr. Howrey. I am told, primarily for the same reason, to service 
the 32 additional employees for section 7 cases. 

Senator SALTONSTALL. So there would be 1 stenographer to approxi- 
mately 2% new workers? 

Mr. GLENDENING. We have a central stenographic pool that serv- 
ices all of the Washington employees and because of turnover it has 
been at a lower level of employment than was anticipated. 

When the employment in the stenographic pool drops, it holds up 
the work of the attorneys all over the Commission. We then have a 
situation where high-priced attorneys are literally sitting waiting to 
dictate reports, briefs, and other actions. 

Therefore, we do need these 12 positions in the stenographic pool 
to keep a balance in order that our higher-priced employees will not 
be held up. 

BUREAU 


OF ADMINISTRATION 





Senator SALTONsSTALL. You have two more in the Bureau of Admin- 
istration. For what are they required? 

Mr. GLENDENING. Those positions are for the following: One is for 
a typist in connection with the operation of the printing plant. The 
other is a press operator in the printing plant. Those two positions 
are needed in order that the work of the duplicating plant can be kept 
current. 

We reproduce briefs of the attorneys and all of the work of the 
Commission that requires multiple copies is handled there. 

Senator SALTONSTALL. That is, you have more employees and you 
have more reports and you need more people to get them out. 
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Mr. GLENDENING. That is right. Everything must be handled on a 
priority basis because of the volume at this time 

Senator SALTONSTALL. How far are you behind in the work, if you 
are, that you would like to be doing? 

Mr. Howrey. Well, that is a difficult question for me to answe! 
and I cannot answer it because I have only been there a short time 

Senator SALTONSTALL. I thought it was a rather unwise question 
to ask. 

Mr. Howrey. Our jurisdiction is such that we regulate all business 
in the United States except railroads, public utilities and the like 


INADEQUACY OF APPROPRIATION 


This $4,500,000 may not provide enough funds to regulate the 
entire business economy of this great Nation but that is all we are 
asking for. We are behind in our workload 

When I went before the Senate committee for confirmation most 
of the time was taken up in pointing out how far behind we were and 
the inexcusable delays. I promised them my first order of business 
would be to try to do away with delay. 

I would like to say in that connection that these allocations were 
all made up before | became a member of the Commission. I am 
going to study them. I would like to have the opportunity at a later 
date to recommend changes in allocations—not in appropriations, 
but in allocations. I feel one of my duties will be to study the situation 
and make suggestions. 

When I have those suggestions in mind, I would like to feel free to 
come up here and recommend that some of these things be changed 
if I feel they should. 

Senator SALTONSTALL. Is it fair to state that you say in substance 
you will get along with what the House gave you, which is the same 
as last year, if this committee insists and the Congress insists that 
you think you could do a better job to our industries as a whole in 
recommending better practices and enforcing the laws when they 
come within your jurisdiction if you had the amount of the revised 
budget? 

Mr. Howrey. Yes. I feel, and I am economy minded too, the 
Dodge recommendation was not excessive. 

Senator SaLTonsTaLu. If we go up part way, but do not go the 
whole way every bit we would go would be helpful? 

Mr. Howrey. Yes. 

Mr. Meap. Mr. Chairman, I would like to supplement the answer 
to the question. 

ANTIMONOPOLY INVESTIGATION 


Antimonopoly matters pending for investigation increased from 
341 on July 1, 1951, to 757 on February 1, 1953. 

Between September 1, 1952, and February 1, 1953, the number of 
mergers under consideration increased from 771 to 867. 

That backlog will increase and multiply due to the inadequacy of 
personnel, unless we get some relief. 

Senator SALTONSTALL. Yes, or unless you decide to change the 
balance of the work of it. 

I mean to reallocate, to use the Chairman’s words. 
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Mr. Meap. Mr. Chairman we have had one survey and one 
reorganization after another. I think it would be very difficult for 
even the task force of the Hoover Commission to come in now and 
find an employee that they can let out. 

Sefiator Kirgors. Mr. Chairman. 

Senator SALTONSTALL. Senator Kilgore. 


INCREASED OPPORTUNITY FOR MONOPOLIES 


Senator Kitcors. In line with what you have just said, is it not a 
fact that the heavy capital profits from World War II and the following 
period have increased the opportunities for the building up of 
monopoly in business in this country by the big companies and that 
of itself has tremendously increased your workload? 

Mr. Mzap. That is correct. There have been several waves of 
mergers, 1 preceding World War II, and 1 in the wake of World War 
II, that required diligence now that we have the law which allows us 
to investigate mergers where they are acquired by both stock purchase 
and assets. 

Senator Kitcore. In other words, the fundamental fact of avail- 
able capital put over these mergers offers the additional incentive 
and workload to make the investigation? 

Shall we say in the thirties it wovld have been impossible for a 
dairy outfit to try to monopolize the dairy business of a State or a 
group of States, whereas, now, they do have the capital. 

That is due to profits built up during the lush period from 1931 
up to the present time. 

When we started in on the stock merger, then they started buying 
out the actual physical assets of the local dairies just using deiries 
as an illustration because I happen to know something about that. 

Now, the fact that you have the power to block the purchase of 
the physical assets adds to your workload; is that correct? 

Mr. Mean. That is correct. 

Senator Kingore. Is that not because of the growth, a trend 
toward monopoly which is due to the concentration of capital brought 
about by, might I say, excess profits? 

Mr. Meap. Due to the presence of available capital as well as the 
fact that we are drifting from a seller’s market into a buyer’s market 
which I think will give further impetus to the merger movement now 
developing. 

TRAVEL EXPENSE 


Senator SALTONSTALL. Mr. Howrey, as I understand it from Mr. 
Cooper, the clerk, the only amendment that you are requesting outside 
of the restoration of the amounts we have asked is a restoration of 
the travel from $142,235 put in by the House, the amount of $163,035; 
is that correct? 

Mr. Howrey. The suggestion is correct, but the amounts are not, 
Mr. Chairman. 

Senator SALTONsSTALL. What are the amounts? 

Mr. Howrey. The amount suggested by the House as a limitation 
on travel is $163,035. We should like to have that limitation lifted, 
or certainly increased. 
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I would like to say in that connection, if I may, we are primarily a 
traveling agency. When you limit our travel, you limit our work and 
we cease to function because we investigate businesses located 
throughout the country 

If we keep our men in Washington, there is nothing for them to do. 
So travel is the second most important thing we do besides having 
personnel. 

Senator SALTONSTALL. If it were lifted and a limitation were put in, 
what would you suggest for a limitation? 


TRAVEL REQUEST 


Mr. Howrey. We would prefer none, but if one is to be put in, we 
suggest $196,435 which was the amount requested in the proposal we 
made; it was included in the $4,500,000 

Senator SALTONSTALL. That would be the full estimate? 

Mr. Howrey. We allocated to travel $196,435 which would be the 
full amount. 

Senator SALTONSTALL. The House cut that to $142,000? 

Mr. Howrey. $163,000. 

Senator Kitcore. That still leaves out the consumer dollar investi- 
gation? 

Mr. Howrey. Yes. 

Mr. SprncGarn. I wonder if I could say a word about our appropria- 
tion? 

Senator Satronstauu. That is for the chairman and your Commis- 
sion to decide. We are here to hear everything you gentlemen care to 
offer. 

Mr. Howrey. I being so new in the job, I think it would be unbe- 
coming of me to cut anyone off. If he is going to ask for an increas 
over the four and a half million dollars, I want to disassociate myself 
from the request in advance. 

Mr. Sprncarn. I feel even more strongly than my colleagues that 
we need not merely the $4,500,000, but at least the original $5,500,000 
allowed us. 

We originally requested the Budget for $7.1 million. President 
Truman submitted $5.5 million as an estimate to Congress in January. 

Then Mr. Dodge, the new Budget Director, cut that to $4,500,000. 

Now the House Appropriations Committee has cut it further to a 
little under $4.2 million. 


COMMISSION HISTORY 


I want to ask the subcommittee to raise its eves from the bark on 
the trees and look at the whole forest, to look at the picture of mon- 
opoly and the picture of the Federal Trade Commission over the last 
40 years. Here is the story in a nutshell. 

We are smaller today than we were in 1939. We are actually 
smaller than we were in 1918. We have 645 people on our staff at 
this moment. We had 687 people on our staff in 1939. We had 689 
in 1918. 

The only reason that our appropriations have gone up Is because an 
average Federal Trade Commission employee received $1,750 in 1918; 


32743—53——9 
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he received $2,880 in 1939; and he is receiving $5,860 today, which is 
not high in an agency in which about half of our people are lawyers 
and other professional personnel. 

It is lower than the average salary in the Antitrust Divisio 


INCREASE IN WORK LOAD 


During the same period the gross national product of our country 
has increased 10 times in dollar value and over tripled in real value 
The number of businesses has increased from 2 to 4 million. 

The advertising we are supposed to keep pure has gone up from a 
quarter billion to $7 billion, a 28 times increase. 

In the meanwhile we have had one statute after another assigned 
to us for enforcement, thereby further diluting the manpower we 
have to do the job. I believe that not only do we urgently need $5 
million to prevent greater concentration and greater monopoly, but 
we can actually pay back the Government many dollars for every 
dollar additional you give us 

[ would like to have tncorporated in the record a memorandum of 
February 27, 1953, which I have prepared documenting that state 
ment. 

Senator SarronstaLu. That is already in the record. 


GOVERNMENT PROCUREMENT OF AUTOMOTIVE PARTS 


Mr. SprnGarn. Let me give one illustration. About a year ago the 
staff of the House Expenditures Committee reported to the committee 


that the Government had spent $305 million more in 3 years on 
Goverument procurement of automotive parts than it should have 
because the manufacturers of these parts were either refusing to bid on 
Government contracts or were making their bids higher than the 
distributors. 

In other words, they were refusing to let the Government come to 
the factory door and buy at the factory price. 

We were requested to investigate and we have had an investigation 
running for over a year which is supposed to wind up next month or 
thereabouts. 

If we had been able to throw a task force of 12 or 15 men into the 
field on that one investigation, one of hundreds we are running, we 
could have wound it up in a matter of 3 to 6 months. 

1 cannot prejudge the case, but if we are able to eliminate restraints 
that are unnecessarily costing the Government alot of taxpayers’ money 
on procurement, it is obvious we could bring a great deal back to the 
Treasury, or possibly we could spotlight for Congress the fact that 
there is a need for corrective legislation there if existing law does not 
cover the situation. 


FURTHER DISCUSSION OF CONSUMER DOLLAR STUDY 


In regard to the consumer dollars study, President Truman asked 
us to make it last fall. I believe this is one of the most useful things 
that the Commission could do. 

As Senator Kilgore has pointed out, we have no continuing figures 
that show the distribution of the gap between what the farmer gets 
and what the customer pays for farm products. 
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We had proposed, on our pilot project, to take things like shirts 
and sheets, that is cotton items, cigarettes, that means tobacco, 
fertilizer, and other items and show what the various spreads are at 
the different levels of distribution so you could tell who was getting 
what at each stage. 

It would be useful also to labor and management and to business 


and financial institutions generally. 
HOOVER COMMISSION REPORT 


The Hoover Commission on Government Reorganization said that 
our economic investigations have had the most substantial and 
enduring value of any of the work we have done 

Yet the personnel we have available for economic investigations 
today is the smallest in the whole history of the Commission. We have 
eight men. Back in the twenties we had 30 or 40. 

I would like to submit for the record a list of the number of econo- 
mists we have had working on economic reports for each year since 
1924 which shows that today it is the smallest in the history of the 
Commission. 1 also submit herewith for the record some material 
about the consumer dollar study and about our appropriations 
generally. 

(The material referred to follows:) 


FEDERAL TRADE C'ousissiON, OFFICE OF COMMISSIONER STEPHEN J 
WASHINGTON 25, D. 


PRESS RELEASE 


Commissioner Stephen J 


released the text of a letter 


appealing from a decision by the Budget Director 
l 


million or 18.2 percent on the Federal Trade Commission’s appropriatior 
mates for the fiscal vear 1954, which are now under consideratiot th 
Mr. Spingarn pointed out that the cut (which reduces the Comn 


tion estimates for 1954 from $5.5 to $4.5 millior 
heaviest if not the heaviest imposed ipon any of tl 

After setting out the reasons why he felt it urgent 
stored, Mr Spingari concluded 

I am submitting this appeal in my capacits 
Commissioner The Commissio! app aled 
decision of Budget Director Lawton fixing 
$5.5 million While I have not beer 


leagues to join in this appeal to you f 
1 


further cut our 1954 estimates to $4.5 
carry this appeal to you in true bipartisar 
erit and since I also joined in an appeal to a Presid 
a Budget Bureau decision which would have allowed th 
more than it is now authorized to request from the ¢ 
The text of Mr. Spingarn’s letter to the President 
\PRII 


l 


Dear Mr. Prestpent: As an individual Federal Trade Commissior 
to appeal to you from the decision of Budget Director Dodge redu 
submitted to Congress in January 1953 to $4.5 milli 
18.2 percent. This is perceatagewise among the heaviest, if not the heaviest 
cuts imposed Onl any of the major regulatory COMMISSIONS | pase MV appe al 
to you on two grounds: (a) That $5.5 million is urgently needed for enforce: t 
of the antitrust laws of even minimum adequacy, and (b) That the additional 
million dollars will be repaid many times over in actual savings if the cut is 
restored. 


mission’s appropriation estimates for the fiscal year 1954 from the 
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As to the former point, the Commission has recently had imposed on it the 
burden of enforcing a new and difficult law, the amended section 7 of the Clayton 
Act outlawing monopolistic mergers and acquisitions. The revised 1954 estimates 
would give the Commission only about $400,000 for the enforcement of this law. 
although it asked for and needs more than double that amount for minimum 
effective enforcement. Because the resources have been so inadequate, a sizable 
backlog of cases under this act has already developed, which has become a matter 
of real concern to the business community. If the cut in the Commission’s 
budget is not restored, the backlog will inevitably increase and, by the end of 
next year, the time lag between the announcement of a merger and action by 
the Commission may be so long as to be intolerable to the business world. 

There is also for consideration the urgent need for additional funds to enforce 
the Robinson-Patman antiprice discrimination law, if this important statute 
(which small and independent businessmen regard as their Magna Carta against 
the encroachments of monopoly power) is to be adequately maintained and 
supported 

As to the latter point, namely the savings achieved by the Commission’s work, 
may I call your attention to the examples of tangible economies cited in the 
attached memorandum of February 27, 1953. Here, I would like to single out 
for your attention a program which would be entirely eliminated if the present 
cut in our budget is allowed to stand. This is the so-called study of the breakdown 
of the consumer’s dollar, which was to have been launched on a pilot-plant basis 
involving an expenditure of only $186,000. For some time now, farm prices 
have been declining. But these declines have been reflected only partly in lower 
consumer prices. Information is simply not available from either public or 
private sources which would show where this widening margin between the 
farmer and the consumer is going. The proposed program would provide this 
vital information. In my view, nothing could be more effective than this program 
in making consumer prices more responsive to decreases in farm prices. The 
potential savings to the consumer and to the Government are incalculable. 
The consumer dollar study would also have many other benefits from the stand- 
point of Government, business, finance, labor, and the consumer. 

The Commission has a smaller staff today than it did in 1939, or, for that 
matter, than it did in 1918. The only reason our appropriations have increased 
is because an average Commission employee received $1,750 a year in 1918; 
$2,880 a year in 1939; while he receives $5,860 today. The present salary level 
is not high for an agency composed predominantly of lawyers, and other profes- 
sional personnel. It is a few hundred dollars lower than the average salary level 
of the Antitrust Division of the Department of Justice, for example 

The gross national product of the United States has increased over tenfold 
since 1918 in dollar value and over threefold in real value. The number of business 
firms has increased from 2 million to over 4 million. The advertising which we 
are required to keep free from misrepresentations and falsehoods is a $7-billion 
annual business today, compared with about $250 million shortly before the 
Commission was set up. This is a twenty-eight-fold increase. At the same time, 
the Congress has imposed one statute after another on the Commission involving 
new responsibilities, thus further diluting the small staff available for the work 
of the Commission. Although it has the broadest jurisdiction of any regulatory 
Commission, the Federal Trade Commission is regularly at or near the bottom 
of the regulatory Commissions in terms of appropriations. In short, the picture 
is somewhat that of a city which has doubled or tripled in size and in trade and 
commerce, while at the same time reducing the size of its police and fire forces. 

It would be unfortunate if an injudicious specific application of the wise general 
principle of economy in Government should further reduce an appropriation 
which is already so dangerously small in terms of the job which needs to be 
done with it. 

The antitrust laws are vital to the well-being of our free institutions as well 
as our system of enlightened competitive capitalism. But these laws are not 
self-enforcing. Adequate funds as well as good men are needed for that task. 

I fully concur in the wise and eloquent words by you which follow: 

“T am opposed to all unnecessary Government restrictions and regulation of 
private enterprise. I favor with equal vigor the maintenance and effective 
enforcement of the necessary basic safeguards to free American enterprise. These 
are provided in our antitrust laws supporting fair competitive pricing practices. 
American business cannot prosper and contribute in growing measure to our 
national well-being unless the opportunity to engage in business and to provide 
consumers with new and better products and services is vigilantly preserved. 
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Our laws against unfair and destructive pricing practices as 
leading to monopoly must be fearlessly, impartially, and e1 i maintained 
and enforced.”’ 

As I indicated at the beginning of this letter, I am submitting this appeal ir 
my capacity as an individual Federal Trade Commissioner. The Commissi: 
appealed to President Truman from the decision of Budget Director Lawt 
fixing our 1954 appropriation estimates at $5.5 million. While I have not be 
sufficiently eloquent to persuade my colleagues to join in this appeal to you from 
Budget Director Dodge’s decision to further cut our 1954 estimates to $4 
million, I feel personally committed to carry this appeal to vou in true bipar 
fashion, since I am convinced of its merit and since ] also joined 
a President of my own party from a Budget Bureau decision wi! 
allowed the Commission $1 million more than it is now aut! 
from the Congress 

tespectfully submitted 

STEPHI 

THE PRESIDENT, 

The White House, Washington, 


CoNSUMER DOLLAR 31 
PEPTEMBER 


The President has sent the following letter to the Honorable James M. 
Chairman, Federal Trade Commission 
“Dear Mr. CHAtRMAN: I would like the Federal Trade Commission to la 


a special investigation to give us a breakdown of the consumer’s dollar 


“We need to know, per unit of product, how much of the cor mer 
for labor costs, material costs, distribution costs, profits, ete. We should 
such information for all items important in the budgets of America’s fan 
No such comprehensive data have been prepared by any Government 

“As I have emphasized to you in earlier discussions, this information 
needed for several reasons. In the first place, we need the information to he 


settling labor disputes. Both sides in a dispute usually present their own est 


mates of how much a given wage increase would aff labor costs, profits, 
prices. And then they spend a lot of time arguing ut which estimates 
correct. Particularly in these days of preparedness, when it essential 
labor disputes as promptly as possible, we should have a 3 ‘ 
upon facts. Such facts would also be useful in the task of keeping pric¢ 
rising further. 

“Then, too, we need more information to show how much of the consumer 
dollar spent for food and other farm products actually goes to manufacturers and 
distributors as compared with what gets back to the farmers. Powerful interests 
are at work trying to convince the consumer that it is the farmer who is responsible 
for the high cost of living. Figures of the Department of Agriculture, however 
show that the farmer receives only about half of the consumer’s food dollar and 
far less for other products such as cotton’and tobacco. Let us get the full facts 
on where the rest of the consumer’s dollar goes 

“Moreover, the information would be helpful to businessmen and investors 
The individual man could compare his costs with those of the industry as a whole 
and thus get some idea as to his relative efficiency Similarly, investors and lend 
ing institutions would be provided with a standard against which they could cor 
pare the efficiency of companies seeking financial assistance. 

“The consumer has a right to know who is getting his dollar. When he pays a 
high price at the retail store, how much of that price does the retailer get? How 
much does the wholesaler get? How much goes for transportation? How much 
did it cost the manufacturer to produce the product, and of those manufacturing 
costs how much went to labor, to materials, to overhead, ete.? 

“Government, too, must have the facts if it is to deal intelligently and re 
sponsibly with the major interest groups in the country I believe firmly that 
each of the major groups that make our private enterprise system work—farmers 
labor, and business—can do their job effectively only if they have full access to the 
facts. 

“I wish you would give me your views as to the most feasible and economical 
way of gathering this information. I will expect you to make the best possible 
use of existing data and Government facilities under the general coordinating work 
of the Bureau of the Budget. How can we best learn what additional facts aré 
needed in this area? And how soon can you begin work on this project? 


er’s dollar 


age! 
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The Federal Trade Commission is the logical ageney to undertake 
gram. The Commission is a bipartisan agency and has a long and distir 
record for objective factfinding studies The Commission has both the 
and the experience for the job 

“T am very much interested in this matter. I feel that Congress will also be 
interested, since the program will provide essential information to congressiona 
committees concerned with economic stabilization, labor disputes, monopol) 
problems, and similar matters I hope you will give it your immediate attentio 

“Sincerely yours 
Harry 8S. Truma 


SEPTEMBER 29, 1952 


The followit g = the text of a letter addressed to the Preside nt by the Ho Orablr 
James M. Mead, Chairman, Federal Trade Commissior 


My Dear Mr. Presipent: My colleagues o 
have given serious thought to the problem of obtainin 
the consumer’s dollar, as outlined in your letter of September 
both from this letter and earlier discussions, vou wish the Federal 
sion to undertake a comprehensive investigation to provide a 
consumer’s dollar We are unanimous in the belief that this woul 
most useful tasks which the Commission could perform As vou have 
such data are badly needed by government, labor, and management, farmer 


consumers They would also be most useful to business firms, trac 


credit institutions and private investors Th information woul 
relevant to monopoly problems which are particularly within the jur 
Commission. 

“You have asked us how such an inquiry can be conducted most effectir 
economically 

‘We would propose to hold publie hearings on the subject ¢ 
date To these hearings we would invite representatives of interest 
private organizations, business, labor, farm and consumer organi 
hearings should give us valuable assistance in determining the nat 
to be obtained 

‘We would, of course, consult with other Government agencie 
accordance with the provisions of the Federal Reports Act of 1942, we 
make maximum use of existing data as well as present fact-gathering fa 
the Government 

“After these hearings and consultations have been ended 
further on this matter 

“Sincerely vourfs, 


Jas. M 


FEDERAL TRADE COMMISSION 


OFFICE OF INFORMATION 


WASHINGTON 25, D. C., Friday, November 

For immediate release 

“We have just reported to the President the progress of our work on th 
breakdown of the consumer’s dollar,’’ James M. Mead, Chairman of the Federal 
Trade Commission, said today on leaving the White House with Commissioner 
Stephen J. Spingan 

‘A considerable number of organizations in business, in agriculture, and 
labor have offered us their cooperation and said that they need information t 
will be produced by this work. Some of them have urged us to expand 
program in order to collect additional facts that they would like to have 

“Planning the project is under way. After a public hearing, the completed 
plan will be transmitted to the White House. We contemplate a series of reports 
for different products, the first of which should be ready a few months after 
funds for the work become available. We have tentatively decided that the pla: 
will cover consumer goods, such as bread or cheese, or household appliances, and 
manufactured components of these goods, such as steel, but not consumer services, 
such as dry cleaning or the services of public utilities. 

“Limited studies of the breakdown of the sales dollar have already been made 
for certain commodities in various Government agencies. We are studying 
these, for we do not expect to undertake any part of the job that is already being 
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ijone. We are also studving the stati 
iow collect, so that, wherever po sible 
nessmen for more figures We intend to « 
cate the work of others and that avoids ar 
‘We believe this will be one of the most 
indertaken by the Federal Governm«e 
ambitious and complex large part 
ollected by any agency 
arly in getting manufact 
mation broken down so a 
avs of doing business in 
produce figures that fairl 
buy a product in bulk an¢ 
e pac kaging costs could be 1 
aling. Moreover, we cant 
be supplied even where detail 
vill be important to somebody 
n totals or averages, but i 
‘We expect to consult frequ 
those who will supply the dats 
he earlier the better Whe 
iold a hearing at which o1 
posed to criticism We 
ft the information are n 
are practical, and what 
furnished to us.’”’ 


TC economist 


ECONOMIC REPORTS 


Mr. Sprncarn. Out of our economic reports come such splendid 
public interest statutes as the Securities Act of 1933, the Packers and 
Stockyard Act of 1921, the Public Utility Holding Company Act of 
1935, the Robinson-Patman Antiprice Discrimination Act of 1936, 
and many others. 

Today we have just eight men working on the types of reports that 
produce that type of public interest legislation. 

The antimerger situation should also be carefully considered. ‘This 
cut from $5% million means we are losing almost $500,000 that would 
otherwise be available for antimerger work. 











134 FIRST INDEPENDENT OFFICES APPROPRIATIONS, 1954 


In my opinion that statute—the Antimerger Act of 1950—is being 
repealed by appropriation inaction. It is one of the two most impor- 
tant antimonopoly acts that have been passed since 1914. 

In 1951 there were 703 mergers recorded. 

In 1952 there were 822. 

On the basis of the first quarter of 1953 we have a rate of 920 for 
1953. 

Our backlog on these cases has increased by 149 cases from Septem- 
ber 1, 1952 to April 1, 1953. 


EXCERPT FROM COMMERCE AND FINANCIAL CHRONICLE 


Here is an interesting and significant item from the Commerce and 
Financial Chronicle of May 26, 1953, which says: 


If it were not for the currently high asking prices for operating compani: 
there would undoubtedly be far more activity—that is mergers—at the pr 
time. When price becomes more reasonable, we can expect to see more merg 
despite any open and implied opposition by the Federal Trade Commission. 


ROBINSON-PATMAN ACT 


Finally, for enforcement of the Robinson-Patman Act we are 
losing about $120,000, as I figure it, based on that $5 million estimate 

This is the act that small and independent business regards really 
as its Magna Charta against the encroachments of monopoly powe1 

1 am sure if you asked the National Association of Retail Druggists 
or the Independent Tire Dealers, or any of these other fine small 
business outfits what they thought of the act, they would give you 
the same answer. 

We have never had enough money to enforce that act adequately 
We only have about $600,000 for that purpose now. 

Senator SALTonstTaLL. Thank you, sir. 

(The following letter was later received for the record:) 


FrEpDERAL TRADE COMMISSION, 
Washington, D. C., Apri IS, 196 
Hon. LEvERETT SALTONSTALL, 
Chairman, Independe nt Offices Subcommittees 
Senate Committee on Appropriations, Washington, D. C. 


Dear Mr. CuarrMan: I appreciate your courtesy in permitting me to make a 
statement of my views about the Federal Trade Commission’s appropriation 
situation at your subcommittee hearings on April 21 Il am particularly grateful 
because I realize how many agencies your subcommittee has to handle and how 
pressed you are for time. 

As a Democrat whose father ran for Congress in 1908 on the Republican ticket 
with the personal endorsement of President Theodore Roosevelt and Elihu Root, 
I am convinced that antimonopoly is in the best traditions of both great parties. 
It would, of course, make a wonderful political issue for the Democratic Party if 
the Republican Party should use its newly acquired control of the legislative 
and executive branches to weaken the Government’s antimonopoly work. But 
I am an American before I am a Democrat and I hope very much that the Re- 
publican administration and Congress will strengthen rather than weaken this 
work. In terms of public money the investment needed is very small indeed. 
The returns would be very great both in terms of the national interest and in 
actual economies which could be achieved thereby. Conversely, the penalty 
for continued failure to do so could mean disaster, since the experience of many 
other countries has shown that the growth of monopolies and cartels inevitably 
result, eventually at least, in the nationalization of industry and usually in political 
totalitarianism of either the left or the right. This aspect of the matter is spot- 
lighted in the attached article by a businessman in a leading business publication, 
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Dun’s Review of December 1952 at page 2! I do not know the author but I 
heartily subscribe to his views. 

I also send you herewith a copy of the Commission’s annual report for the fiscal 
vear 1952 in order to call your particular attention to pages 10 to 17 of that report 
which sharply highlights the main problem of the Federal Trade Commission— 
the lack of adequate funds with which to do the job which Congress has assigned 
to it. There is also enclosed a copy of a memorandum of February 27, 1953, 
which gives specific examples of how the Federal Trade Commisston can effect 





actual economies in Government and save the Federal Treasury and the taxpayer 


manv dollars for each dollar invested in the Commission 

The Commission’s appropriation for the fiscal year 1954 has been slashed |} 
the administration and the House Appropriation Committee from $5.5 million 
which itself was of subminimum adequacy) to | than $4.2 million Thi A 
cut of about 24 percent and it is a very heavy one for this tiny Commissior 
although it is only $1.3 million. I hope that your subcommittee will take action 
to see that these vitally needed funds are restored 

sThe Federal Trade Commission is by law a bipartisan commission. Not more 
than three Commissioners can belong to the same party. At present 2 comn 
sioners, including our new chairman, are Republicans and 3 are Democrats. Mvy 
own term expires this fall [ am not a candidate for reappointment and I would 
not accept reappointment if it were offered to me It can safely be assumed, 
therefore, that by the end of this year there will be a Republican majority on thi 
Commission. I mention this as an indication of my good faith in this matt 
and so that you will know that anv funds appropriated to the Commission for the 
fiscal vear 1954 will be spent under the direction of a Republican chairman and 


majority. 
I respectfully request that this letter be incorporated in the record of your 
April 21 hearing on the Federal Trade Commission appropriation, 
Sincerely, 
STEPHEN J. Sprncarn, Commissione 


Senator Kiitcore. Before we close this hearing, I have here in my 
hand a letter from Joseph H. Francis, executive secretary of the Na- 
tional Board of Fur Farm Organizations on the activities in regard 
to the question of fur labeling which I would like to move be placed 
in the record. 

(The material referred to follows:) 


NATIONAL Boarp or Fur FARM ORGANIZATIONS, 
Morgan, Utah, February 9, 19538 
James H. Mpap, 
Chairman, Federal Trade Commission, 
Wasi ngton, C7 

Dear Mr. Mean: As of the above date Public Law No. 110 82d Congress known 
as the Fur Products Labeling Act, under which the Federal Trade Commission 
has been charged with the responsibility of its administration has been in effect 6 
months. 

I therefore, feel it proper and appropriate that we who are directly and vitally 
concerned with the provisions of the act, its regulations, and administration 
report briefly to the Commission and the Senate and House Committees on Foreign 
and Interstate Commerce, the beneficial results that are accruing to the fur indus- 
try and the consumer as a result of passage of the act, dnd the capable and sound 
manner in which it is being administered 

As you are aware considerable opposition was leveled at this legislation by 
nearly all branches of the fur industry during the 4 years it was being considered 
by Congress. As in most cases of this nature when power of law is requested to 
force publicly a truthful disclosure of the facts, industry is foreed to the defensive, 
primarily from fear that those charged with its administration may make demand- 
ing requirements that would be costly and burdensome to carry out This 
fortunately has not been the case in relation to the administration of the Fur 
Products Labeling Act. As a result; those who strongly opposed passage of this 
act have acquired a confidence that has permitted them to see the virtues and 
benefits of its principle. Instead of antagonism they have taken on a spirit of 
cooperation, with most all branches of the fur industry, publicly endorsing it as 
being progessive and beneficial. 

This relatively rapid conversion is largely due to the considerate and capable 
manner in which the officials of the Division of Wool and Fur Labeling of the 
Federal Trade Commission have carried out their responsibilities and secured 
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the confidence of those directly effected by this law. They are respected a 
capable, honest, and conscientious public servants. 

[It is further vindication that the major element in the success of democratic 
process of government rests primarily with those whose responsibility it is t 
enact and administer the laws of our land. 

It is refreshing to our conviction and faith in our Government to send you this 
compliment and favorable report. 

Sincerély yours, 
NATIONAL BoarRp OF FuR FARM ORGANIZATIONS, 
JoserpH H. Francis, Executive Secretary. 


GENERAL SERVICES ADMINISTRATION 


STATEMENTS OF RUSSELL FORBES, ACTING ADMINISTRATOR; 
MAX MEDLEY, COMPTROLLER; W. E. REYNOLDS, COMMISSIONER 
OF PUBLIC BUILDINGS; CLIFTON E. MACK, COMMISSIONER OF 
FEDERAL SUPPLIES; WAYNE C. GROVER, ARCHIVIST OF THE 
UNITED STATES; AND A. J. WALSH, COMMISSIONER OF EMER- 
GENCY PROCUREMENT 


PREPARED STATEMENT 


Senator SALTONSTALL. We will now hear from the General Services 
Administration. 

Mr. Forbes, your letter and the prepared statement will be placed 
in the record at this point, and the revisions that have been submitted 
will be inserted at appropriate places. 

(The material referred to follows:) 


ESTIMATES OF APPROPRIATIONS, 1954 


Comparison of new obligational authori'y for 19538 with revised budget estimate 


Oks 
for 1954 


New 
. obligational Revised, : 
Short appropriation titl atest 1954 Cha 
1953 
1. Operating expenses, PBS $102, 039, 470 | $111, 000, 000 +-$8 960, 530 
2. Emergeney operating expenses 2 29, 168, 250 23, 500, 000 5, 668, 250 
3. Repair, improvement, and equipment 14, 000, 000 18, 000, 000 +4 000, OOF 
Renovation and improvement 4,750, 000 
Repair, preservation, and equipment 9, 250, 000 
4. Hospital facilities in District of Columbia 11, 400, 000 1, 000, 000 10, 400, 000 
Remodeling Congress St. post office 576, 20) +576, 200 
6. Operating expenses, FSS #2, 766, 200 2, 735, 000 31, 200 
7. Expenses, general supply fund § 13, 924, 400 14, 500, 000 L575, 600 
8. Operating expenses, NARS 4, 868, 200 5, 525, 000 +656. 800 
9. Administrative operations 4,140, 750 4. 200, 000 +50, 250 
10. Refunds under Renegotiation Act 9, 300, 000 9, 000, 000 -300, 000 
Subtotal 191, 607, 270 190, 036, 200 1, 571, 070 
11. Strategic and critical materials § 133, 479, 000 — 133, 479, 000 
12. Strategic and critical materials (liquidation of contract 
authority aon . 70, 000, 000 —70, 000, 000 
Total ied : 395, 086, 270 190, 036, 200 | —205, 050, 070 


! Includes transfers of $493,440 from Department of Defense pursuant to Reorganization Plan No. 18 and 
$500,000 from ‘‘Strategic and critical materials.” 

2 Includes supplemental appropriation of $6,500,000 for expenses of defense production functions; not in- 
cluded in 1954 amount. 
3 Supplemental appropriation in Public Law 547, 82d Cong., for grants to private agencies. 
4 Includes comparative transfer of $612,100 from ‘Expenses, general supply fund.” 
5 Excludes comparative transfer of $612,100 to ‘Operating expenses, FSS.” 
6 Excludes transfer of $500,000 to “‘Operating expenses, PBS.” 
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HIGHLIGHTS OF REVISIONS OF BUDGET STIMATES, 1954 
GENERAL STATEMENT 


This material has been prepared for presentation to the Appropris 
mittees of the Congress in order to set forth bri ghlig 
relationships of the revised budget estimates for 1954 by appropriation it 
budget activities thereunder to new obligational authority approved during 
It is intended to supplement the original congressional justifications by point 
up briefly the changes from 1953 to the revised 1954 estimates. Brief expla 
tion of principal changes between the original and revised budget estimates 
1954 is also given. 

The following background is pertinent to the revised budget estimates: 
January 9, 1953, the previous administration presented to the I 
for 1954; (2) on February 3, 1953, the new administration cal 


nt statement 


all agencies to propose revisions of the budget at 


to produce maximum reductions in new obligational a 

employment wherever feasible; (3) after considerir | 

the General Services Administration, the Director of t sureau of t 
letter of March 3, 1953, approved revisions in certain of the budget « 

1) hearings before the Independent Offices Sub¢ mit of the House ¢ 
on Appropriations had already been scheduled so brief statements were 
prepared setting forth the highlights of changes from the iginal budg 
hearings were held on March 16-17, 1953, and the revisions were considered it 
liscussion of appropriation items and of most of the activities thereunder 

In summary, the revised budget estimates for 1954 total $190,036,200 a 
pared to $444,581,200 included in the original budget, a reduction of 57 
in requests for new obligational authority This is a reduction of 51.8 per 
low the new obligational authority approved for 1953. However, it sh 
nade clear that the largest part of these reductions is d he elin 
new obligational authority for the stockpiling program, details of which 
disclosed during the discussion of t Strategic and critical materials 
Exeluding the stockpile item entirely, the revised rts f S$L90,036,200 is 
reduction of 13.5 percent below the { dget e ates for 1954 
slightly below the total of new obligational ¢ iority for 1953, despite i 
in work to be performed in 1954. 

While many factors were taken into account in reexamining and revising the 
budget estimates, the objective was to make a maximum contribution toward 
balancing the budget for 1954 even to the point of sacrificing or deferring items 
or levels of performance which would produce long-range benefits and economies 
Experience may demonstrate that some of the reductions are too great; on the 
other hand, it is believed that few, if any, of the reductions will be considered 
be too small. 

This material is being prepared prior to the report of the independent offices 
appropriation bill for 1954 by the House Committee on Appropriation It 
hoped that the bill as reported and as passed by the House will not reflect 
ductions in the revised budget estimates. Should reductions be made, 
be closely evaluated and it is hoped that this committee will afford 
opportunity of appeal and hearing. 


INTRODUCTORY STATEMENT 


The budget for 1954 included 5 estimates for items performed under the Public 
Buildings Service totaling $177,756,200. The revised estimates for these same 5 
items total $154,076,200, a reduction of $23,680,000, or 13.3 percent 

The total of the 5 revised estimates for 1954 is $2.5 million below the total 
of new obligational authority provided for 4 of the 5 items during 1953 although 
within the totals there are substantial changes in workload as will be explained 
separately under each of the appropriation items summarized below. 
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New obli- 1954 } soso 
gotional re - 
authority, i 
1953 Budget Revised . 
Operating expenses, PBS $102, 039, 470 | $121, 000,000 | $111, 000, 000 +-$8 OAD, 530 
Emergency operating expenses 29. 168, 250 °8, 180, 000 23. 500. 000 5. 668, 2450 
Repair, improvement, ind equipment 14, 000, 000 25, 000, 000 18, 000. 000 +4. 000. 000 
Hospital facilities in District of Columbia 11, 400, 000 3, 000, 000 1, 000, 000 10, 400, 000 
Remodelling Congress St. Post Office, Chicago 576, 200 576, 200 +576, 200 
Total 156, 607, 720 77, 756, 200 154, 076, 200 2, 531, 520 
Operating expenses, PBS 
Average employment 
Amount 
% t- ; 
Depat Field Total 
ment 
1958 $101, 046, 030 
Transfers +903, 440 
Total, 10% 102, 039, 47¢ 202.9 l il 5, 573.9 
Change +8, O60, 530 14.1 1,385 +1,399.1 
1954 (revised 111, 000, 000 217.0 16, 756 16, 973. 0 
Change from 1954 budget c 10, 000, 000 23.2 1,117 1, 140.2 


SUMMARY 
Revised highlight 

This appropriation provides for basic operations of the Administration which 
deals with acquisition, operation, and utilization of general-purpose space, and 
the maintenance, custody, management, and disposal of real property. 

The appropriation request for 1954 of $111,000,000 is an increase of $9,953,970 
over 1953. ‘The increase is primarily the result of (1) inclusion of buildings man- 
agement services previously performed for other agencies on a reimbursable basis; 
2) partial restoration of previous level of buildings management, maintenance, 
and operation services; and (3) increase in building rent and util ty rates 

The decrease of $10,000,000 in the revised estimate for 1954 will result primarily 
in (1) further postponement of essential major repairs and renovation of depreciated 
buildings in the District of Columbia; (2) continuance of overation and protection of 
buildings below standards; (3) elimination of layaway processing of National Industrial 
Reserve production facilities; and (4) postponement of realization of marimum potential 
savings under the space utilization program. (From the budget for 1954, with 
changes in italics 

Breakdown by activities 








Activities 1953 Change ye 
1 it £07. 100. 470 +-$8, 789, 530 $105, 890, 000 
2 ition and utilizatior 1, 622. 500 +-79, 500 1, 702, 000 
3. National industrial reserve 2, 502, 000 +120, 000 2, 622, 000 
4. Surplus property management and disposal 482, 000 32. 000 450, 000 
Public utilities management 06, 500 +3, 500 110, 000 
6. Buildings design and supervision 226, 000 226, 000 


Total cost or estimate 102, 039, 470 +8, 960, 530 111, 000, 000 
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GENERAL STATEMENT 


Changes of revised budget from 1953 

The increase of $8,960,530 in the revised budget estimate for 1954 over the total 
funds available for 1953 is summarized in brief as follows: 

1. $5.1 million for partial restoration of the level of buildings manageme: 
services, less $1 million for release of rented space. 

2. $3.4 million for building management services to be transferred from other 
agencies to GSA, July 1, 1953 (offset by corresponding reduction in estimates for 
other agencies). 

3. $1.1 million for increases in buildings rental and utility rates 

+. $0.6 million for national industrial reserve plants maintenance and protectior 
less $0.5 million nonrecurring transfers in 1953 for plant reactivation 

5. $0.2 million net for a few relatively minor changes in programs 


Changes of revised budget from 1954 budget estimate 


The reduction of 8.3 percent is reflected in varying extent in each of the 6 
activities. For the buildings management activity, a reduction of $7,346,000 
includes $3,500,000 by again deferring renovation in certain aging buildings in 
the District of Columbia; $3,080,000 by restricting cleaning operations to every 
other day instead of daily as proposed; $400,000 for reduction in supplies and 
materials inventory and for office furniture outside the District of Columbia 
reduction of $222,000 in guard service; $72,000 in communications facilities 
$72,000 in program direction. The national industrial reserve progr: 
to the 1953 level by deleting the $2,500,000 in the budget estimate for renewi 
layaway treatment on plants in the reserve to arrest deterioration and restore 
facilities to the state of preservation required by the Munitions Board. Redue- 
tions in the other four activities have been made to the 1953 level or lower 


Summary reconciliation of revised 1954 budget with 1953 funds 


A. 1953 funds: 
Appropriation in annual act ; $101, 046, 030 
Transferred from: 
“Strategic and critical materials’’ 500, 000 
“Maintenance and operations, Army” 283, 213 
‘Maintenance and improvement of river and harbor 
works”’ 21, 047 
“Flood control, general’”’ 17. 180 
“Aircraft and related procurement’”’ 142, 000 


Total appropriation for 1953 (adjusted 102, 039, 470 


B. Deductions in revised 1954 program: 
Nonrecurring transfer for plant reactivation 500, 000 
Buildings management for released space 981, 000 
Disposal and management of surplus real property 32, 000 


Total B , , 513, 000 
Subtotal 100, 526, 470 


Additions in revised 1954 program: 

Buildings management for additional space (Government 

owned) 130, 000 
Partial restoration of buildings management services 5, 126, 080 
Increases in buildings rent and utility rates 1, 120, 000 
Buildings management services reimbursable in 1953 added 

here with corresponding reductions for other agencies 3, 394, 450 
Space services reimbursable in 1953 to be direct in 1954 

plus miscellaneous adjustment : ‘ 79, 500 
Increased protection and maintenance of industrial reserve_ 620, 000 
Increase in public utilities management 3, 500 


Total C_- ‘ . 10, 473, 530 


Total revised estimate for 1954 _ 111, 000, 000 
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APPROPRIATIONS, 1954 


HIGHLIGHTS OF REVISIONS OF FEDERAL Suppity Service Bupcer | 


INTRODUCTORY STATEMENT 


The budget for 1954 included 2 estimates for items performed under the Federa 


Supply Service totaling 
total $17,235,000, a redu 
The total of the 2 rev 


$21.27 », 000. The revised 
of $4,040,000, or 19 pe 
ised estimates for 1954 is 


etior 


timates 


‘reent. 
@ « 
o. 


} percent above 


for these 2 


Te! 


hew obliga 


9 


1953 The 


workload is 6.1 


items during 
revised 


crease 
percent 
Istimates for Federal Supply Service programs are summarized below: 


tional authority provided for the same 
one of the items wherein the increase in the 


New obli 

g° tions 

uthorized 
1953 


$2, 766, 775, 000 


924 


200 


4100 


Oner 
Expe 


ting expenses 


Ss, genera pply tund 13 590, 000 


Total 16, 690, 600 


Operating expenses Federal Suppl y Service 


54, 100 


100 


1953 
l'ransfer 


766, 200 


1) 


Total 1953 
Change i] 


1954 (re 735, 000 


vised 


Change from 1954 budget , 040, 000 


SUMMARY 
Revised highlight 

Advances originally proposed for 1954 toward achievement of maximun 
governmentwide savings and economies in the management of personal propert 
will again be deferred. Within approximately the same total of new obligational 
authority as for 1953, redirection of emphases in certain programs and improved 
utilization of personnel in 1954 are expected to produce an increase in savings and 
economies from $71.2 million in 1953 to $73.2 million All activities will be held 
to or below the 1953 level except for an increase in the commodity cataloging 
activity which reflects the necessary resumption of the identification within the 
uniform Federal Catalog Svstem of commodity items used by GSA or carried 
its stores depots for sale to other agencies 


B ¢ akdo i 


n by activities 


Change 


1953 


$4, 400 


300 


1. Supply management $104, 400 
. Supply schedule contracting 1, 092, 300 53. 
Personal propert zation isposal 557, 300 +500 
Commodity s] 452, 800 84, +00 
. Commodity cataloging 14, 400 +115, 600 
Supply sche 171, 700 § 700 


l'raffie management 300 1, 100 


id 
and d 


property inspection 


73 


? 766, 200 s1 


Total cost or estin 200 
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Summary é 


1953 funds: 
Appropriation in annual act 
Comparative transfer from expenses 
Total appropriation for 1953 


Deductions 1n revised 1954 progran 
Decrease of 5 positi 
Elimination of G 


Reduction in costs 


of interim specifications 
fications 
Reduction in inspectior 


tory tests and proce 
pnor to award of co 
Pedirection of program 
tO major agencies 
Improvement In 
declarations 
Improved utilization of 
Organizational shifts in 


Total B 
Subtotal 


Additions in rey d 1954 progr: 
Catalog iten ; by GS 
coordinate activities of ci 
Provide re adequate 
excess to facilitate util 


Expansion of standardization 
Total C 


Total revised estimate for 000 


lan ge 
1954 (revised) 


Change from 1954 budget 
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SUMMARY 

Revised highlight 

This appropriation provides for basic operations of the Administration which 
deal with management of the Government’s archives and records, including 
custody and administration of permanent records in the National Archives and 
of other noncurrent records in Federal records centers, surveillance of record 
management programs of Government agencies, and filing and publication of 
Federal laws and regulations. Increases for 1954 have been restricted to adminis 
tering an additional 650,000 insiead of 750,000 cubic feet of records in Federal) 
records centers and to initiate an emergency program to convert nitrate film archive 
to a safety base film. (From the budget for 1954 with changes italicized.) 


Breakdown by activities 


Activities 1953 Change 


. Records management $394, 500 $20, OOK 
Record centers 2, 762, 500 +696. 000 
M icrofilming 57, 200 57, 200 
National Archives 1. 350. 000 AO. O00 
5. Federal Register 232, 500 7, 000 
. Roosevelt Library 71, 500 5 On 
. Nitrate film conversion 0 +-100, 000 


Total cost or estimate 4, 868, 200 +656, 800 


GENERAL STATEMENT 


Changes of revised budget from 1953 

The 1954 revised budget provides for program cutbacks below the 1953 leve 
in all activities except records centers and nitrate film conversion, increases in 
which have been requested at a level below the original 1954 budget. 

The records centers activity operates as an economy program for the Govern 
ment as a whole Expansion in 1954 is essential to complete the organizing, stafl 
ing, and purchasing of capital equipment necessary to maintain on a nationwide 
basis the noncurrent records of all civilian Federal agencies, as recommended by 
the Hoover Commission. The Department of Defense, Selective Service System 
Atomic Energy Commission, and the Veterans’ Administration have their own 
facilities for maintaining noncurrent records. 

In 1954 provision must be made for the custody of the records of emergence 
agencies that are being liquidated Records center holdings for all civilian agencie 
should level off at about 2,500,000 cubic feet after which the quantity of record 
disposed of each year should equal new accessions 

The nitrate film conversion activity provides for initiating a program for pre 
serving 9 million feet of historically valuable motion-picture film, which is rapidly 
deteriorating, by converting from the present chemically unstable nitrate base t 
a safety acetate base. 

Changes of revised budget from 1954 budget estimate 

The revised budget provides for program cutbacks in all activities, totaling 
$725,000. This fund reduction has been accomplished by (1) cutting back records 
centers expansion, including capital outlay requirements, to the absolute mini 
mum; (2) eliminating entirely the microfilming program; (3) deferring for another 
year more rapid progress in the rehabilitation of paper records needing repair 
and (4) spreading from 3 to 6 years the emergency program to convert nitrate 
film to a safety base. 
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Summary reconciliation of revised 1954 budget with 1953 funds 


A. 1953 funds: Appropriation in annual act $4, 868, 200 


B. Deductions in revised 1954 program 
Elimination of records microfilming 57. 200 
Defer preparation of finding-aids of selected record groups , 000 
Reduction in assistance to other agencies 000 
Miscellaneous minor economies 2. 000 


Total B 39, 200 
Subtotal 729. 000 


Additions in revised 1954 program: 

Conversion of depositories to records centers in Kansas City 

and Seattle 25, 000 
Increased space and operating costs in existing 8 records 

centers : 000 
Additional equipment for 10 records centers 000 
Conversion of deteriorating nitrate motion pic 

safety acetate base (1% of program 000 


Total C 000 
Total revised estimate for 1954 5, 525. 000 


Administrative operations 


1953 
Change 


1954 (revised) 4, 200, OO 
Change from 1954 budget 1, 100, 000 


SUMMARY 


Breakdown by activities 


1. Executive direction 

2. Financial services 
Administrative service 

4. Legal services 
Compliance services 

6. Information 
Contract settlement 


Total cost or estimate 


GENERAL STATEMENT 


The original 1954 budget included $5,300,000 for this item as compared t« 
$4,200,000 in the revised estimate, or a reduction in excess of 20 percent. Within 
the revised 1954 estimate it is expected to accomplish a reduction in voucher 
payment and contract audit backlogs accumulated during 1953 and in addition 
finance some 35 positions supported from other funds in 1953. The additional 
workload generated by an increase of 9 percent in funds for programs served 
must also be absorbed by further curtailment and elimination of selected admin- 
istrative operations. 
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Chanae s of revised budget from 1953 

Funds available for operations under this appropriation for 1953 were the low: 
to date despite substantial net increases in workload each year During 1953 
this has necessitated the curtailment of many functions and accumulation 
backlogs of work in others. Che revised estimate for 1954 would provide 
additional $145,000 to reduce a backlog in processing and paying vouchers 
in audits of various types of contracts. It also provides under 2 activities for 
support of 35 positions involving functions normal to them, but which have 
financed from other funds of GSA at the rate of $130,000 per year kexee 
$59,250, these increases, totaling $275,000, have been offset by stripping 
functions and operations down to the barest essentials 

Provision for administrative operations in 1953 was only 3.3 percent of fur 
for all program operations which must be served, as compared to 3.7 percent 
1952 and 4.2 percent in 1951 However, the revised budget for 1954 will provid 
only 3.1 percent which will severely restrict the scope and quality of services t! 
must be rendered in support of decentralized programs that predominate in GS 
Comparison of funds for administrative operations to funds for programs serv 
by it in 1953 and in the revised estimate for 1954 is set forth in the following tab] 
which discloses that in face of an increase in program funds of 9 percent, the rat 
of funds for administrative operations will decrease 6.1 percent 


Four ‘“‘Operating « I item 112, 209.080 | $123 
Other funds for \ t 


wise provide 


lotal 125, 51 
Funds for administrative operations 4, 14( 
Ratio (percent 


Changes of revised budget from 1954 budget estimate 

The original budget estimate for 1954 included increases over 1953 to (1) rectify 
inconsistencies in sources of financing administrative operation workload betwee: 
several programs of GSA; (2) alleviate inadequacy of the 1953 appropriatior 
(3) provide for increases in services commensurate with increases in programs for 
1954; and (4) liquidate backlogs being generated during 1953 in certain operatiot 
which would be carried into 1954. The revised estimate provides nothing for (2 
and (3). Provision was made for only 35 of the 65 positions involved in rectifica 
tion of inconsistencies of workload and only $145,000 of the $214,033 originally 
included for liquidation of backlogs. The revised estimate is based on an eve! 
lower level of administrative operations than is being supplied in 1953 althoug! 
the programs to be served have increased as shown in the preceding comparatiy 
table. 

Summary reconciliation of revised 1954 budget with 1953 funds 


1953 funds: Appropriation in annual act $4, 140, 750 


Deductions: 
Termination of contract settlement activity 
Reduction in processing renegotiation rebates 
Elimination or curtailment of other than bare esse 
in other activities : 


Total B 


Subtotal 3, 925. 000 


Additions: 
Provision for 35 positions to reflect proper distribution of 
services previously financed by other funds with corre- 
sponding reductions therein 130, 000 
Provision to reduce backlogs in voucher payments and con- 
tract audits 145, 000 


Total C 275, 000 


Total revised estimate for 1954 t, 200, 000 
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STATEMENT OF Mr. Russevi Forses, Acting ADMINISTRATOR OF GENERAL SERVICES 








tl 





Mr. Chairman and members of the committee, most of you are familiar wi 
he place of the General Services Administration in the Government, eithe 
iving been members of this committee during the past 4 vears or members of 
ments of its 





egislative committees which have been concerned with various el] 
operations Briefly, it is the central property management agency) 
Government—the instrumentality for fulfillment of objective recommend 
of the Hoover Commission and was established July 1, 1949, under the Federa 
Vroperty and Administrative Services Act of 1949 

As the time allotted for hearings on items for GSA in the first independent 
offices appropriation bill is short, I believe that I should confine my remarks 
the various appropriation items unless the committee has any general questions 
vith respect to this Administration 

Although the bill has not as yet been passed by the House and 





transmitted 


formally to the Senate, its provisions are known Thus you have before you 
for consideration three different versions of programs and financing for 1954 
(1) the original budget estimates transmitted on January 9, 1953, (2) revised 


budget estimates submitted to the House committee on March 16, 1953, and 
to this committee shortly after, and (3) the bill as reported to the House 

| would like to discuss each version in general and follow with a brief state 
ment on each appropriation item 

The original budget estimates for 1954 included 12 appropriation items for 
GSA totaling $444,581,200, an increase of $49,988,370 over 1953 appropriations 

Shortly after the inauguration of the new administration, GSA participated 


wholeheartedly in the general review of the entire budgetary situation for the 
remainder of 1953 and for 1954 I interpreted the letter from the Director of 
the Bureau of the Budget of February 3, 1953, as meaning that We should 


postpone and defer anything that could be postponed or deferred so as to make 
the maximum possible contribution toward balancing the Budget for 1954 
Everyone in GSA responded admirably With respect to 1954, I can say with 
all sincerity that we cut the Budget estimates drastically and in some cases took 
calculated risks by cutting below what might be fairly considered a minimum 
level of operations. Although the original budget estimate provided for a modest 
nerease in progress toward achievement of statutory responsibi ties of GSA, 
the revision provided for little more than marking time at the 1953 level of 
operation. 

The result of the revisions was a reduction of the budget estimates from $444, 
581,200 to $190,036,200, or a cut of ST percent although most of this reduction is 
accounted for by a complete withdrawal of estimates for the stockpile program 
which is possible by utilization of unobligated balances of prior appropriations 
Even so, the reduction on the total of all other items was still 13.5 percent which 
was more than the increase in the original budget estimate for those other items 
3. Subsequently, we voluntarily proposed the withdrawal of an addi 





over 1% 


tional million dollars. I sincerely believe that we have done a good job of 
deferring, postponing, and otherwise reducing our programs for 1954, and in 
this the House committee appeared to agree substantially. This is evidenced by 
the following quotation from page 995 of the House hearings: 


“Mr. Corron. I am sure I speak for every member of this subcommittee when 
I again express to you what I think the chairman expressed when you gave us 
this information at the opening of the hearing, that we are extremely impressed 
hy the cooperation that the GSA has given to the Bureau of the Budget, to the 
new Director of the Budget, and to the task force of investigators and workers 
for this committee in presenting this revised request which is almost blazing 
new trail, and I hope some of the other bureaus and departments that this com 
inittee deals with will likewise be impressed by the very splendid manner in 
which you have, at a great deal of sacrifice, made such a substantial reduction 
in your request. Speaking only for myself, I would be inclined because of that 
fact to lean over backward and try to give you every cent we can give you as a 
result of it 

“Mr. THomMAs. Will you let me echo what you said? This agency has done a 


fine job this year.” 

However, the committee made further reductions in the bill as reported to the 
House below what we respectively judge to be a rock-bottom program. Reduc- 
tions im several items were relatively minor and we will tighten our belts ar 
other notch and do our best to operate as effectively as possible within the 


amounts reported. However, two of the reductions were crippling and I am 
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appealing to this committee for appropriate restorations. Appeal is also made 
from the uniform 3314 percent cut in travel limitations applied to all items. 

Now, with the committee’s permission, I would like to make a brief statement 
with respect to each appropriation item included in the original 1954 budget. 
“Operating expenses, Public Buildings Service” 

This appropriation finances basic operations of the Public Buildings Service 
although about 95 percent of it is devoted to the buildings management activity 
The original budget estimate for 1954 of $121 million was a net increase of $18 
960,530 over the funds available for 1953. 

The major program changes from 1953 contemplated by this increase were 
(1) inescapable increases in rent and public utilities rates at a total cost of $1.1 
million, (2) transfer to GSA on July 1, 1953, in accordance with Reorganization 
Plan No. 18 of 1950, of buildings management services which had been performed 
for other agencies during 1953 on a basis of reimbursements from them which 
will add $3.4 million to this item in 1954, with corresponding reductions in esti 
mates of transferring agencies, (3) improvement of all cleaning and mainte- 
nance services in Government-owned buildings by stepping them up in quality 
and.frequency to slightly less than commercial practices at an additional cost of 
$10 million, (4) a limited program of renovations in selected Government 
owned buildings in the District of Columbia within a cost of $2.5 million, and 
(5) layaway protective measures in selected industrial plants held in the 
national industrial reserve and improving the maintenance and protection of 
plants and equipment in the reserve at an additional cost of $3.1 million. Sev 
eral relatively minor changes in other programs also reflected a net increase of 
some $400,000. The increases were offset in part by reductions in leased space 
estimated at $981,000 and nonrecurrence of expenses in connection with reactiva 
tion of certain industrial plants for defense production for which $500,000 was 
made available in 1953. 

The revised budget estimate of $111 million is $10 million, or 8.3 percent below 
the original. It is $8,960,530, or 8.8 percent above funds available for 1953 
The relations of the revisions to the major increases in the original budget esti 
mate for 1954 are as follows: (1) provision for inescapable increases in rent 
and public utilities rates of $1.1 million is retained, (2) the $3.4 million for 
buildings management services to be transferred from other agencies July 1, 
1953, is inescapable and was retained, (3) the $10 million provision for improv 
ing the frequency and quality of cleaning and maintenance operations was cut 
to $5.1 million which will result in continuation of Many unsatisfactory condi 
tions, (4) the limited program of renovations of buildings in the District of 
Columbia at a cost of $2.5 million was completely deferred, and (5) layaway 
protective measures on industrial plants for which $2.5 million was included 
in the original estimate was deferred, although $600,000 for improving main 
tenance and protection of plants and equipment was retained. . Reductions in 
the amount of $200,000 below the original budget were also made in other pro 
grams. 

In reporting the bill, the House committee reduced this item to $98,826,070 
which is $22,173,930 below the original budget estimate and $12,173,930 below 
the closely examined and sharply cut revised estimate. The greatest portion 
of the reduction—$12,066,560—was applied to buildings munagement. This re 
duction in buildings management is nothing short of crippling. We urgently 
appeal to this committee for $6,940,480 restoration and we are prepared to justify 
the appeal at the close of this general statement. 

“Emergency operating expenses” 

In discussing this item, I will exclude the portion which finances expense of 
defense production activities as it is always provided as a supplemental esti 
mate and no provision for it is included in the budget estimate for 1954. 

The original budget estimate covered only the remaining portion which finances 
the cost of space and related services for the emergency expansion of the De 
partment of Defense and related defense agencies. It provided for an additional 
3 million square feet of space which was to be picked up during 1953, but 
financed during that year by reimbursements to GSA by the Department of De- 
fense. The net recurring cost of that space during 1954 was the principal rea- 
son for the increase of $5,511,750 of the budget estimate for 1954 over 1953. 

The revision of this program reflected several factors: (1) a downward re- 
vision of the additional space for the Department of Defense from 3 million 


square feet to 1,807,000, (2) a general reduction in space requirements in this 
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program amounting to $1,366,000, (3) a flat reduction of $1,891,250 in alterations 
o space, moving expense, extra buildings and communications services and civil 
lefense protection in buildings, and related services. ‘The net result is the vir- 
tual absorption of the $4,089,000 expense due to the additional space for the 
Department of Defense, except for $831,750 which is the increase of the revised 
estimate for 1954 over 1953. 

In reporting the bill, the House committee disallowed the entire increase of 
$831,750 over 1953 on the theory that reductions of personnel in the Department 
{ Defense make it apparent that the additional space originally planned for 
1954 will not be required. GSA has no precise basis for differing with the com 
mittee at this time, except to state that the additional space was to be in 1953 
nstead of 1954. Consequently, no appeal is being made for restoration 


Repair, improvement, and equipment, public buildings outside the District of 

of Columbia” 

This is a new appropriation title although it is in fact the consolidation of 
prior appropriations for “Repair, preservation, and equipment” and “Renova 
on and improvement” of buildings outside the District of Columbia and the 
addition of a program specifically for improvements of workspace in post offices. 

As compared to 1953, the original budget estimate proposed to restore the 
repair and improvement programs to the level at which they were financed 
prior to 1952 and to finance the initiation of the Post Office workspace program 
it $10 million per year. The total estimate was $25 million, an increase of $11 
million over 1953 

The program under the revised budget estimate contemplates postponement 
of certain essential repair and improvement work by a reduction of $1 million 
helow 1953. It would eut the Post Office workspace improvement work to a 
half of that proposed in the original 1954 budget estimate, although being a new 
program it still is an increase of $5 million over 1953 

The House committee included the full amount of the revised estimate in the 
bill as reported. 


“Hospital facilities in the District of Columbia” 

This appropriation item covers two different projects 

During 1953 a supplemental appropriation of $11,400,000 was made to cover 
the foreseeable needs of a project for financing grants to local private agencies 
for improving their hospital facilities. No additional appropriation for this 
project is requested for 1954. 

The other project is the construction of a hospital center in the District of 
Columbia. As the appropriation of $2,200,000, with contract authorization of 
$19,500,000, approved prior to 1953 had been ample to finance preliminary work 
to date, the item did not appear in the 1953 Appropriation Act At the time 
the original budget estimate was prepared, it was estimated that construction 
would have progressed to the point by June 30, 1954, where, in addition to 
unobligated balances of the original appropriation, $3 million would be needed 
to meet payments to contractors. 

In reviewing the budget estimates, it was determined that this project would 
proceed but at a slower rate than had been originally proposed. This was 
reflected by a reduction of the budget estimate from $3 million to $1 million. 
Subsequent to this determination, a more detailed study of the amount neces- 
sary to meet payments to contractors under the schedule now visualized dis- 
closed that the balance of the original appropriation would be ample through 
fiscal year 1954. Consequently, a request was made to the House Appropria- 
tions Committee to withdraw the entire estimate for 1954 with the assurance 
that such action would have no adverse effect on the progress of the project. 
Accordingly, the House committee omitted the entire item from the bill 


“Re modeling Congress Street post office, Chicago, Tul.” 


This is a nonrecurring item which had no counterpart in 1953. 

The amount provided in the original budget estimate for 1954 was exactly 
the unappropriated balance of the amount lawfully and mutually agreed upon 
by GSA: acting for the Government, and the city of Chicago, as to the Govern- 
ment’s share of the cost of certain remodeling of the Congress Street post office 
and approaches thereto necessitated by the construction of the Congress Street 
superhighway. As the amount is firm and construetion of the superhighway is 
in progress, it was determined that any revision of this item would not keep 
faith with the city. The House committee included the full amount in the bill 
as reported. 
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“Buildings management fund” 

This is a new item for 1954 and, if adequately provided for, will be nonrecu! 
ring It was not included among the original budget estimates for 1954 It 
was transmitted to Congress as a supplemental estimate for 1953 in House Dox 
ument No. 62 on January 10, 1953, but the House committee withheld action on 
it in connection with the second supplemental appropriation bill for 1953 with 
eut prejudice in order to consider it in connection with the regular appropria 
tions. 

ihe original supplemental estimate was for $6 million which the House con 
mittee reduced to $3 million in reporting the bill. As this is strictly a capitaliz 
ing appropriation rather than an expenditure appropriation, it has no effect o1 
balancing the budget. We are appealing to this committee for full restoration 
of the House cut for reasons that are set forth in the appeal document 
“Operating expenses, Federal Supply Service” 

The original budget estimate for this item which finances the basic operations 
of Federal Supply Service was $3,775,000, an increase of 36 percent over funds 
available for 1953. The increase was largely: (1) To step up the examination 
of supply operations and inventories in other agencies from an 8-year cycle to a 
t-vear cycle, (2) to speed up the handling of increasing amounts of excess pel 
sonal property being reported to GSA for clearance, (3) to provide for a full 
year expense of the tire-testing program, (4) to hold the normal rate of pro 
ducing commodity specifications and at the same time accelerate the standardi 
zation of commodities; to resume the cataloging of commodities used by GSA 
or carried in its supply stores, (5) to strengthen the inspection of commod 
ties covered by supply schedules and of property declared excess to GSA by 
other agencies, and (6) to increase the coverage of freight-traffic management 
services. 

Following a critical review of the budget estimate during February 1953 
it was determined to withdraw almost all of the additional provisions for 
speeding up and strengthening operations except for $130,000 to provide for the 
limited resumption of cataloging, the suspension of which during 1953 was 
proving to be a detriment to the supply program. A further reduction was ef 
fected by eliminating entirely provision for financing the tire-testing progran 
The net result is that the revised estimate for 1954 is actually $31,200 less 
than funds available for activities under this item for 1953 

In the bill as reported to the House, the entire $130,000 for resuming the 
commodity cataloging activity was deleted and the agency was diretced to 
refer the project to the Executive Reorganization Policy Committee. As sucl 
referral could not be concluded prior to this hearing, no appeal for restoration 
of this item is made at this time. 


‘Erpenses, General Supply Fund” 

At the time that allowances for budget estimates were made, the program 
was based on expansion of the volume of nationwide sales of common-use com 
modities to other agencies in accordance with agreements with the military agen 
cies whereby GSA would take over substantial segments of their requirements 
This was reflected in an increase in sales of 31 percent over that programed 
for 1953, but only an increase of 26 percent in the expense of operating the 
stores system which is financed by this appropriation. 

By the time that the review of the entire budgetary situation was made it 
had become apparent that the takeover of business from the military would be 
slower than originally contemplated due to several factors such as the neces 
sity for cross-indexing and identification of military items, developing firm pro 
cedural arrangements with the several military services, and orderly disposiiton 
of existing military stocks of items to be supplied in the future by GSA. As it 
was impractical to resolve the delaying factors into a precise timetable for 
taking over the military business the revised sales objective for 1954 was some 
what arbitrarily set at approximately the then current rate which is a small 
increase over that programed for 1953. The estimate for expenses of operating 
the stores system was reduced accordingly. In arbitrarily setting the revised 
sales objective, it was understood that, if and when it becomes apparent that 
the actual sales will exceed the revised objective to such an extent that opera- 
tions cannot be supported by this appropriation, a supplemental estimate for 
additional expense funds will be in order. 

The revised budget estimate for the expense of handling the stores and direct- 
delivery sales program in 1954 is at the same ratio to the volume of sales as for 
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1953, 8.5 pereent, although the estimates for 1954 include special services for 
certain other agencies estimated to cost $200,000 for which GSA was reimbursed 
uring 1953. 

The House Appropriations Committee made a further reduction in this i 
f $575,500 to $13,924,500 which is the amount of the appropriation for 1955 less 
, comparable out-transfer of $612,000 to operating expenses, FSS, and which 


em 


makes no provision of funds for services now reimbursable from the Interior 
Department. The amount in the bill as reported is not adequate to finance 
even the sales program arbitrarily set for 1954, not to mention the rapidly 
developing assumption of common-use supply responsibility for the militar) 
services, However, no appeal is made at this time as it is anticipated that a 
supplemental estimate for additional funds for operating the stores system may 
hecome necessary early during the year and any shortcoming of the subject 
appropriation can be considered at that time 





“Operating expenses, National Archives and Records Service” 

The original budget estimate for this appropriation item, which financed the 
National Archives establishment and basic operations of records management and 
related functions, provided for increases over 1953 mainly for (1) administering 
in additional 750,000 cubic feet of records in Federal records centers, two of 
which would be converted from existing records depositories, (2) raising the 
rogram of microfilming selected permanent records to an economical and 
effective level, (3) accelerating the repair and rehabilitation of permanent 
archival items which are damaged or disintegrating, and (4) conversion of a 
portion of the permanent collection of motion-picture films of national events 
from unstable nitrate film to safety film of acetate hase. With the exception of 
the records centers, all of these increases represent only partial progress toward 
ultimate program objectives 

In reviewing the programs proposed in the original budget estimate, it was 
determined to defer several of the increases provided for 1954. Provision for 
administering additional records was reduced from 750.000 cubic feet to 650,000 
with corresponding reductions in space, equipment, and employment Rather 
than operating the microfilming program at other than an economical basis, it wil 
be completely deferred for a few years until it becomes necessary to relieve 
space in the National Archives Building. The repair of damaged archival items 
will be held to the 1953 level by some sacrifices in the preparation of finding-aids 
and arrangement of newly acquired items. The condition of the collection of 
historical motion-picture film is such that the project for conversion should not 
be further deferred, although the rate of the revised program was reduced from 
3 to 6 years to reach full conversion, 

The net result of these changes is that the revised estimate for 1954 is an 
increase of S656.800 over 1953, instead of the increase of $1,381,800 reflected in 
the original budget estimate. It is important that it be understood that the 
increase of $656,800 in this item will be offset by demonstrable governmentwide 
economies totaling $1.700,000 during a single year, a considerable portion of 
which will be recurring in future vears 

The bill as reported to the House recognized the need for more rapid conversion 
of historical records now on nitrate film to acetate base film in restoring the 
5-year rate by increasing the revised estimate $100,000 specifically for that 
purpose, 


“Administrative operations” 

This appropriation finances the policy direction of all operations of GSA and 
all administrative operations for the hasic operating programs of GSA 

The original budget estimate for 1954 of $5,300,000 was an increase of $1,159 
250 over 1953 and was intended to bring this item in balance with the programs 
to be served. This increase was mainly to: (1) Bring into this appropriation 
some 43 employees actually performing duties normal to it but who were financed 
in 1953 under other funds, corresponding reductions being made in such other 
funds for 1954, (2) restoration of the staff so as to provide services at the 1952 
level, (3) an increase over the 1952 level required for increases in program 
operations to be served in 1954, and (4) provision for liquidation of backlogs 
being incurred during 1953 due to the cut in this item for that year 

In reviewing the budget estimates for 1954, this item was eut $1,100,000, or 
20.8 percent to $4,200.000. The revised estimate exceeded the 1953 appropriation 
by only $59.250. This action virtually eliminates provision for all of the addi 
tional requirements set forth above except for some slight relief intended to per 
mit timely payment of bills and preclude other related backlogs 
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The bill as reported to the House makes a further redaction in this item of 
$59,250 to the amount provided for 19538. No appeal is made on this reduction 
in the hope that some further adjustments are possible that will permit opera 
tions within the amount reported to the House. 


“Refunds under Renegotiation Act” 


The budget estimate for 1954 for this item to finance refund and rebate pay 
ments due World War II contractors is $300,000 less than the appropriation fo 
1953. 

Claims filed prior to the cutoff date of December 31, 1952, and claims pendins 
in the United States Tax Court represent estimated potential payments in exces 
of funds presently available plus the full amount of the budget estimate for 1954 
As it is expected that certifications and orders for payments prior to June 30 
1954, will require the full amount of such funds, no revision was made and the 
budget estimate of $9 million stands as originally submitted. The House cor 
mittee included the full amount in the bill as reported. 


“Strategic and critical materials” 


No appropriation for the S. and C. M. program is being requested for the fiscal 
year 1954. For the fiscal year 1953, $203,979,000 was appropriated for this pur 
pose of which $70 million was for liquidation of contract authorizations which 
previously had been granted. Originally it was estimated that the requirements 
for this program for the fiscal year 1954 would entail an appropriation of $188 
million in new funds and $37 million for the liquidation of contract authority, or 
a total of $225 million. Subsequent to this estimate, which was included in the 
President’s budget, developments indicated that these requirements could be met 
from unobligated balances of appropriations previously made and from rotation 
receipts in the fiscal year 1954. 

As of March 31, 1953, the unobligated balance amounted to approximately $459 
million of which it is estimated that $376 million will be available on June 30, 
1953. The increase in the estimate of unobligated funds on June 30, 1953, from 
that originally forecast, results from the diversion to industry of materials con 
tracted for from stockpile funds, price decreases, short deliveries, and changes 
in Munitions Board purchase programs and objectives. 

The assumption that no additional funds will be required is dependent upon 
continuance of the policy laid down by the Bureau of the Budget which provides 
that where an expansion program for a particular material has been established 
by the Office of Defense Mobilization, no contracts for that material may be made 
from stockpile funds except where deliveries thereunder may be completed within 
approximately 1 year; and contracts where delivery completion would run beyond 
that period would be financed under borrowing authority funds authorized 
under section 304 (b) of the Defense Production Act of 1950, as amended. 

It is pointed out that not only is it projected that no new funds will be required 
for this program for 1954, but it is believed that approximately $30 million in 
deliveries contracted for under contract authorization previously granted can be 
liquidated through the utilization of the unobligated balance of funds previously 
appropriated. 

This concludes my general statement. I have with me several members of my 
staff and we are at your service to discuss either the budget estimates, or the 
amendments to the bill as reported to the House, as the committee may wish. 




































Senator SatronstaLL. You have some very substantial items here. 
Would you care to comment on them in addition to the prepared 
statement which has already been supplied ? 

The Chair would like you to take each item as we go down the line 
and see whether you want to change the House figure, or not. 

Would that not be the wisest method ? 

Mr. Forees. Perhaps it would. 


ORIGINAL BUDGET ESTIMATE 


If it is agreeable to you I would like to say a few words about what 
has happened to our original 1954 budget estimates. 
Senator SauronstaLL, You may proceed. 
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REVISION OF ORIGINAL BUDGET ESTIMATES 


Mr. Forses. Our original 1954 budget estimates, including 12 dif 
ferent appropriation items, were for $444,581,200. 

In connection with the review ordered by the Director of the Bureau 
of the Budget on February 5, 1953, we made a 57-percent cut in that 
estimate reduci ing it to $ $190,036.4 200. 

Senator SarronstaLL. What was your original figure? 

Mr. Forses. $444 million. 

Senator SALronsTaLu. The figure is $450,581,200. 

Mr. Forres. That is because in our original budget, estimates did 
not include the item for $6 million capital for the Buildings Manage 
ment Fund, which was sent up as a sup ie mental item for 1953. The 
House committee decided to include it with the 1954 budget items 
but cut it to $8 million. That is why the $6 million was not included 
in the total I just gave for original budget estimates of GSA. 

The House committee praised us quite highly for this 57-percent cut 
which we made. Nevertheless, they did cut us further to the extent 
of $17,670,430 after praising us highly. 

Some of the relatively minor cuts will mean we will have to tighten 
our belts and do more work with less people and with less money, but 
we are not asking for minor restorations because we do want to make 
a contribution to balancing the Federal budget in any way we can. 


APPEAL FOR RESTORATIONS 


However, there are three items which we appeal to this committee 
for partial or complete restoration, as set forth in my letter to the 
committee of April 21, 1953. 

(The letter referred to follows:) 


Hon. LEVERETT SALTONSTALL, 
Chairman, Subcommittee in Charge of the 
Independent Offices Appropriation Bill, 1954, 
United States Senate, Washington 25, D. C 

Dear Senator SALTronstTatt: There are transmitted for consideration of the 
committee three proposed amendments to the First Independent Offices Appro 
priation Act, 1954, H. R. 4668, as reported by the House Committee on Appropria 
tions April 17, 1953. 

While the bill as reported reflects a significant reduction from the original 
budget estimates, a great measure of the reduction resulted from the reexamina 
tion and downward revisions of the programs for 1954 by this Administration 
during February 1953. These revisions proposed by GSA reflected the deferral 
and postponement of everything that could be deferred or postponed; the appli 
cation of improvements in methods of operation, effieiency, and utilization of 
personnel; the maximum utilization of unobligated balances of prior appropri 
ations: and also the rescission of certain surplus unobligated balances 

However, the House Appropriations Committee in reporting the bill made 
further cuts in several items. With respect to a few of the relatively minor cuts 
I have determined to hold our appeals to a minimum by not asking for restora 
tion, and we will do our best to carry on effective operations within the amounts 
as reported. However, two of the cuts in appropriation amounts and across-the 
board reductions in travel limitations are little short of crippling to the purpose 
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or services which must be provided. I have no alternative than to earnest 
uppeal to your committee for relief in the form of the following amendments : 


Revised 
budget 





1. Operating expenses, PBS $111, 000, 000 $98, 826, OTO S105, 76 
2. Buildings management fund 6, 000, 000 3, 000, 000 6, 00 
Total of travel limitations 1, 192, 750 795, 030 1, 192 





I hope that we will be able to convince the committee of the necessity for thes 
restorations and that the committee will agree with our proposals and be abl 
to sustain them before the Senate and in the conference. 

Justification of this appeal will be found in connection with each of the at 
tached amendments. 

Sincerely yours, 
RUSSELL Forses, Acting Administrator. 

Mr. Forses. The greatest one is in the “Operating expenses, Publi: 
Buildings Service.” The original budget estimate was for $121 mil 
lion. We revised it downward to $111 million. The House cut that 
to $96,826,070. That is a crippling cut and we are asking this com 
mittee for a restoration in part to $105,766.550. If you care to take 
that up at this time, we will. 
Senator SavronsTautu. Let us get through all three first 






























BUILDINGS MANAGEMENT FUND 


Mr. Forses. The second item which we want to appeal is the capital 
for the “Buildings management fund.” We asked for $6 million. 
The House allowed $3 million. 

We are asking for a full restoration to $6 million. 

Senator SALTONSTALL. The third item ? 


LIMITATION ON TRAVEL 





Mr. Forses. The third matter on which we want to appeal to your 
committee is with respect to the limitations on travel under several 
appropriations. 

Senator Sauronstatn. What did the House do? 

Mr. Forses. The House cut travel estimates 3314 percent. 

Senator SauronstaLL. You had in the revised budget a total of 
$1,192,750 for travel. They cut you to $795,030. 

Mr. Forses. That is right. 

Senator Savronsratt. You would like to put back the total 
amount ? . 
Mr. Forses. That is correct. 


ELIMINATION OF STOCKPILE APPROPRIATIONS 





Senator SarronstaLt, Let me ask you one question. The strategic 
and critical materials were submitted at $225 million and the revised 
budget cut them out entirely. The House left them out. Is that 
correct 2 

Mr. Forers. That is correct. 

Senator SauronsTaLti. That is done on the basis that we have at the 
present time strategic materials under control with the money you still 
have which you have not spent? 
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Mr. Forses. That is right. 
In other words, we think that we can carry on this stockpile pro 
oram by using the unobligated balances of priol years appropria 







tions—— 
Senator Sa,tonstaLL. And from the rotation receipts ¢ 
Mr. Forses. That is right. 




















OPERATING EXPENSES, PUBLIC BUILDINGS SERVICE 










Senator SavronsTaui. If we may take these up one by one, the first 
one is the “Operating expenses, Public Buildings Service.” There 
you request approximately $7 million over the House figure, but about 
$5 million less than the revised budget and approximately $15 million 
less than the Truman budget: is that correct 4 

Mr. Forses. ‘That is correct. 

We will insert at this point GSA amendment No. 1. 
(The amendment referred to follows:) 

















GSA AMENDMENT NO. 1 











OPERATING EXPENSES, PUBLIC BUILDING Servi 














P D AMENDMI 


ROPOS! 

















On page 12, line 2, strike out “$98,826,070" and insert in lieu thereof 











(1954 House hearings, pp. 546-S65, S6V-SS82, SS3—-SS5, S89, 890, and 997-999 






Buda faru data 








1954 $121, 000, 000 





Original budget estimate 











1954 111, 000, 000 
102, 089, 470 










Revised budget estimate, 
Funds available, 1953 










1953 to 1954 (revised) 8, 960, 530 





Change from 





GS. 826, OT7V 


105. 766, 550 






Bill as reported to House 
Proposed amendment 













Increase proposed 6, 940, 480 








LEGISLATIV LISTORY 












House Committee Report No. 276, pages 7-9: 

“Operating expenses, Public Buildings Service Under this appropriation 
funds are provided for buildings management, including operations and rents, 
national industrial reserve, real property acquisition and utilization, surplus 
property management and disposal, buildings design and supervision, and public 
utilities management. The bill contains $98,826,070 for this purpose which is 
$2,219.960 less than the 1953 appropriation and is $22,173,930 below the budget 











estimate 
“A summary of the reductions recommended in each of the six activities mak- 





ing up this appropriation is as follows 















Activity Reductior 
Buildings management $19, 412, 560 
Real property acquisition and utilization 56, OOO 
National industrial reserve 2, 5000, 000 
Surplus property management and disposal 14, 000 
Public utilities management " 50. 000 
Buildings design and supervision 7 wi . 141, 370 


Total reduction 3, 930 
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“The committee is of the opinion that the sum requested for the costs of ope 
ating expenses of public buildings is excessive and that such buildings shou 
be operated at a very substantial reduction. It has, therefore, recommende: 
a total reduction of $19,412,560 in this activity. It wiil expect the Commissione 
of Public Buildings to study the matter care/ully and come back to the Congress 
next January with a better and more economical estimate for the cost of clean 
ing and operating buildings. The commitee has evidence satisfactory to it that 
insead of increasing the cost of cleaning in Washington and New York and othe: 
cities, better work can be done for less money than has been appropriated i: 
the past year. Therefore, the committee has effected a moderate reductio 
below the curent year and expects the Commisioner to improve conditions i: 
connection with this activity. In allowing $32 million for the rental, operation 
maintenance, and repair of leased space, the committee has provided such sum 
with the understanding that $10 million shall be available during the first 
quarter of the fiscal year, $8 million during the second quarter, and $7 millior 
during each of the last two quarters, thus enabling GSA to make use of Govern 
ment-owned and other space which will be relinquished during the year due t 
reductions in Government operations and the liquidation of emergency agencies 

“In effecting a reduction of $141,370 in the estimate of $260,000 for buildings 
design and supervision, the committee has disallowed all funds in the estimates 
for those duties on the part of Public Buildings Service which are normally 
performed by an architect who assumes such costs in his regular commission 
After 6 years of experience, the committee feels that the Government will not 
only obtain more economical, but better service by returning to the policy of 
retaining competitively independent architects for the design and construction 
of all public buildings. The committee has left in the bill only enough money 
for a minimum supervisory architectural staff, and places a limitation of 11 
employees in the buildings design and supervision service. 

“The committee has disallowed all estimates for the acquisition of additional 
space but has allowed the full amount requested for removing existing agencies 
to space more appropriate for their needs. The General Services Administration 
and the agencies interested in the rental of space in Washington and other 
areas throughout the country should make a careful survey of additional space 
which will become available as activities are liquidated or eliminated and it is 
the opinion of the committee that in many instances the demand for space can 
be met through utilization of this space and with substantial savings to the 
Government 

“The reduction of $2,500,000 in the estimate of $5,122,00C for the national 
industrial reserve is based on continuing this activity substantially at the 1953 
level. The reduction is made possible by deferring an estimate for funds to 
reprocess installed equipment and for major repairs to 16 plants housing standby 
defense production equipment.” 




























JUSTIFICATION 





OF THE AMENDMENT 


























This amendment proposes only a partial restoration of the reduction made 
by the House Committee on Appropriations in the buildings management activity. 
No request for restoration is made in the other five activities under this ap- 
propriation title which will delay the expansion of programs which produce 
savings and economies. 

In arriving at its recommendations with respect to the buildings management 
activity, which comprises the major portion of fund requirements under this 
appropriation, the House Committee on Appropriations apparently determined 
that the reduction could be accomplished by (1) reducing the amount of leased 
space for housing Federal agencies, (2) disallowing all estimates for the ac 
quisition of additional space, and (3) more economical cleaning and operation 
of buildings. 

The committee made an allowance of $32 million for the rental, operation, 
maintenance, and repair of leased space and provided such sum with the under- 
standing that “$10 million shall be available during the first quarter of the fiscal 
year, $8 million during the second quarter, and $7 million during each of the 
last two quarters, thus enabling GSA to make use of Government-owned and 
other space which will be relinquished during the year due to reductions in 
Government operations and the liquidation of emergency agencies.” It is to 
be expected that the liquidation of emergency agencies and reductions in regular 
agencies will result in some reductions in leased space. In the general review 
of the 1954 budget by the present administration, the Bureau of the Budget de- 
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ermined that the proposed general reduction in Government personnel would 
esult in a 3-percent reduction in the number of employees to be housed in space 
nanced under this appropriation title. Of some 244 million Federal employees, 
only 400,000 are housed in this space. 

The space workload under this title and under the “Emergency operating ex 
penses” appropriation is managed as one program. The space under this title 
neets the basic requirements. As the Government expanded in the emergency, 
the emergency operating expenses appropriation was provided for the acquis 
tion of the additional space. As emergency agencies reduce their programs and 
there is a general reduction in Government, the space under the emergency pro- 
gram will be the first released. For this reason, the emergency operating ex 
penses appropriation estimate was reduced by GSA and the Bureau of the 
Budget during the February 1953 review, not only for a decrease in the Depart- 
ment of Defense requirements but also for a 3-percent reduction in the personnel 
housed in the buildings financed under the operating expenses, PBS, appro- 
priation. The committee accepted the full amount of this reduction and in 
addition, made a further reduction of $831,750 in the emergency operating ex 
penses estimate. Its action in further reducing the funds available for leased 
space in the operating expenses, PBS, appropriation estimate is, in part, a 
duplication of the reduction previously made in the estimate for the emergency 
operating expenses appropriation. Inasmuch as a general curtailment of per 
sonnel would result in space releases under the emergency operating expenses 
appropriation, it is essential that restoration by made in full for space rentals 
under operationg expenses, PBS. 

The committee indicated it had disallowed all estimates for the acquisition of 
additional space. This requires some clarification since the estimate did no 
contemplate the acquisition of any additional space. An additional item of 
$130,000 included in the estimate for Government-owned space covers ware 
house and industrial-type space now available at the Denver Federal Center 
which space was recently converted to office use. The additional funds are for 
the services to the space which will be necessary because of its change in use 

An item of $3,394,450 included in the estimate is for 2,196,000 square feet of 
leased space which for the first time in 19™ is to be financed from direct ap- 
propriations to GSA. The space is not additional as it is actually being managed 
in 1953 but on the basis of all expenses financed through reimbursement from 
appropriations to the agencies occupying the space. It is a part of the functions 
transferred to GSA under Reorganization Plan 18 of 1950. Progressively each 
year since July 1, 1950, the effective date of the plan, the funding has been trans- 
ferred to GSA with corresponding reductions in the appropriations of the trans 
ferring agencies. 

The House committee also was of the opinion that better utilization could 
be made of funds available under this head and indicated it would “expect the 
Commissioner of Public Buildings to study the matter carefully and come back 
to the Congress next January with a better and more economical estimate for 
the cost of cleaning and operating buildings.” The Commissioner has already 
taken action on this suggestion and is negotiating with the National Association 
of Building Owners and Managers to conduct such a study. This group would 
provide experts from the association to conduct a study of the organization and 
methods used and of the costs of management, operation and upkeep of buildings 
under the custody of GSA. In addition, it is proposed to supplement this study 
with detailed studies by the staff of GSA. It is the considered opinion of GSA 
that the funds available in 1953 will not afford an adequate quality level and 
frequency of services in cleaning and in the overall operation and upkeep of 
buildings, as we are now operating at approximately 25 percent under compar 
able commercial costs for similar building operations. Neither will the funds 
afford a quality of service comparable with that of commercial practice. It will 
be several months before objective conclusions will be available for study and ap 
plication. Pending the conclusion of these surveys, buildings management oper 
ations should proceed in order to provide services essential to the administration 
of customer agencies. 


In view of the foregoing, the amendment in the amount of $105.766.550 pro 
poses that operations be continued in 1954 at the inadequate 1953 appropriation 
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level with appropriate allowances for added workload and cost increases 
provided for in 1953. The amount is arrived at as follows: 


Appropriated, 1953 $1LO1, O46, 03K 
Less savings through release of space in 1953 981, 000 


Total —- 100, 065. 
Add: 
Transfer of Department of Defense buildings 
Increases for 1954 approved by House committee for activities 
other than buildings management 


Total 


Essential increases requested for 1954 for buildings management 
activity : 

Item 1, 2,196,000 square feet of space previously managed on a 

basis of reimbursement from funds appropriated to other 
agencies 3, 304, 450 

Item 2, increases in costs due to advances in rental and utility 
rates (aM) 

Item 38, 223,000 square feet of converted Government-owned 
space 30, OOO 
Total requested by amendment +, 644, 450 
105, 766, 550 

Item 1 provides for 2,196,000 square feet of space which is now under lease 
and managed on the basis of reimbursement from agencies occupying the space 
The total estimate of the building by building costs for such space is $3,394,450 
and amounts comparable to this have been deducted from the 1954 estimates 
of other agencies. The space is a part of the functions transferred to GSA under 
Reorganization Plan No. 18 of 1950. 

Item 2 is for the increases in costs due to an $812,000 increase in rental rates 
and a $308,000 increase in utility rates on existing leases and contracts for build 
ings and space which will be managed in 1954. 

Item 3 is for 223,000 square feet of Government-owned warehouse and indus 
trial type space available at the Denver Federal Center, Denver, Colo., which has 
only recently been converted to office use. The additional amount is for services 
required because of the change in space use. 

Senator SavronsTaLu. Are you going into that? 

Mr. Forses. I would prefer to have Mr. Reynolds do it, because he 
is the expert on that. 

Senator Sauronstra.tu. I think he knows his business. 

Mr. Reynotps. I think the problem is a rather simple one in itself, 
but it is a very difficult one to answer. 

During fiscal 1953, in addition to the operation of space by direct 


appropriation, we were operating 2,196,000 square feet of space on a 


reimbursable basis. 

This estimate proposes that the sum of $3,394,450 cover ing the cost 
of this space be added to this appropriation for 1954. 

Senator Savronsrauu. I did not quite catch the first figure, but it 
means one dollar ten cents or fifteen cents per square foot for operat 
Ing expense ¢ 

Mr. Reynowps. It is about $1.50. That includes the rent and the 
operation. It is 2,196,000 square feet and the total amount of money 
for this space in 1954 is $3,394,450. 

Senator SatronsTauu. So on a square-foot basis you have $1.50 per 
square foot ¢ 





— 
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Mr. Rernoups. It would come very close to that. 

Senator SALTONSTALL. What is the comparable figure in an office 
building, a private oflice building / 

Mr. Rrynoups. Of course, that is very low rent these days. This 

space we have actually been operating and renting for other depart 
ments. The amounts were previously included in other agency est! 
mates. They have been deleted from other agency estimates and 
vided to this one. It is all a part of Reorganization Plan No. 18 of 
1950 to consolidate all leasing in one agency, the GSA. 

Apparently the House committee, in considering the bill, over 
looked the fact that this is not additional apnee a that it is space 
we are now operating from funds reimbursed b: oie agencies. 

Senator SALTONSTALL. Supposing this was a conh building in New 
York, or in Boston, or in Boise, Idaho. What would be the com- 
parable cost ¢ 

I understand this is a servicing figure. 

Mr. Reynoups. No. This covers rentals also. 

Senator SatronstautuL. Then there is no comparable figure? 


RENTAL COSTS 


Mr. Reynoups. Our ave rage rental cost, including rents and ope 
ation, is approximately $1.79 a square foot, throughout the United 
States, which is very low. ae of the new buildings are renting 
from $3 to Sd and $6 a square foot. Some of these leases we have 
had for some time and we don't rent the best space in town. But 
we rent adequate space. 

Senator SALTONSTALL. So this figure includes your renting space 
and your servicing charges also ? 

Mr. Reynowtps. That is correct. 

Senator SaLronstauL, It has been pointed out to me that in the 
services of cleaning and the overall operation and upkeep of buildings 
you are operating at approximately 25 percent under comparable com 
mercial costs. 

CLEANING METHODS AND OPERATIONS 


Mr. ReyNotps. That isright. Further than that there was some dis 
cussion in the House Subcommittee on Independent Offic oe of cleaning 
methods and operations. Iam entering into a contract with the Build 
ing Owners and Managers Association, an organization which repre 
sents the major building operators in the United States, to make a 
report to us on every phase of our operation as far as cleaning is col 
cerned, the type of equipment we use, the methods we use, and the 
organizational pattern employed. 

Senator SautronstaLL. When you are operating two-million-and 
one-hundred-thousand-odd feet it is a tremendous operation. What 


you are saying to us is that the best guess or the best estimate you can 
make is $105,776,550; is that right ? 

Mr. Reynoups. The $3,394,450 is the expense of only the 2,196,000 
square feet. The $105,776,550 includes that plus 100,317,000 square 
feet to be carried over from 1953. 

Senator SaLronsTaLu. Does that include repairs? 
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Mr. Reynoips. No. The increase over 1953 is basically for the ope: 
ation of buildings. It is made up of three items. One is that addi 
tional 2,196,000 square feet I just spoke of. 

In our request for bringing this up to $105 million, we have ii 
cluded $1,120,000 for increases in rental and utility rates. 

Second, the leases we are now entering into are substantially higher 
in a great many locations that we have had to pay heretofore. Based 
upon our present experience we will have to pay $812,000 additional } 
rents on account of the increased rates. Increased public utilities rates 
based on our present experience will add $308,000 to our expense i! 

1954. 

Senator SavronsTaLL. How much is that again? 

Mr. Reynowps. $1,120,000. I do not believe we can hold it to that 

Senator SAuTonsTALi. So that would take $1 million of the $7 
million you requested 

Mr. Reynowps. That is right. 

Senator SALTONSTALL. What are the other $6 million going into? 

Mr. Reynoups. We have $3,394,450 and $1,120,000 for increased rent 
and utilities which I spoke to you about a moment ago. Then we have 
some space in Denver which we converted from warehouse to office 
use which we are operating, $130,000. Those total $4,644,450 which 
is added to our 1953 operating funds, together with increases approved 
by the House committee for certain other activities financed from 
this appropriation, constitute the $105,766,550. 


MANAGEMENT OPERATING EXPENSE 


Our difficulty is this: We have three operating appropriations. 
One is called “Operating expenses” which covers space for the normal 
oper: ations of Government. We also have the “Emergency operating 
expenses” which is for space for housing the additional people put on 
by the Department of Defense, Selective Service, and so forth, 
there is a third one which does not appear here but for which we have 
received funds in 1953 for space for activities of Defense Production 
Act agencies. The theory is that the DPA agencies will be largely 
liquidated by the end of this fiscal year, so we may not have to ask for 
very much for that for 1954 as a later supplemental. 

We have worked on the theory that “Operating expenses, Public 
Buildings Service,” is our base appropriation. The “Emergency oP. 
erating expenses” appropriation varies depending upon the load « 
employment in the defense agencies. When there is any drop in per- 
sonnel in any of the buildings operated under “Operating expenses,” 
the item for which we are asking the amendment, people would be 
moved into the vacated space from space financed under “Emergency 
operating expenses” and the latter would be reduced accordingly. 

In other words, the “Emergency operating expenses” is the balance 
wheel which goes up or down, depending upon variations in the load. 
The Budget Bureau recognized that as a basic principle in revising 
the 1954 budget. They made the entire deduction for space to be given 
up in “Emergency operating expenses” based upon their forecast 
as to what they thought the reduction in personnel would be. 

When we get to “Emergency operating expenses,” you will find that 
there is an item of deduction for this purpose. The Bureau figured a 
3-percent deduction in the people we are serving. We only serve 
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100,000, mostly office people, out of some 2% 


employees. 
Senator SautronsTratu. That in figures is $4,680,000, and the House 
cut that a little further. 
Mr. ReyNotps. No, the cut is in “Emergency operating expenses.” 
Senator Sarronsraty. Let us clear that up. Under “Emergency 


million Government 


operating expenses” here—— 
Mr. Reynovps. They cut $831,750 in addition to the Bureau of the 


Budget cut. 


REVISED BUDGET ESTIMATE 





Senator SavronsraLL. The revised budget was $831,750 more ee 
was appropriated in 1953, but $4,680,000 less than the Truman budget. 
he House cut that still further by about $850,000 more. 

Mr. Rernoups. That is right. I can explain that in this way: 
First, there was an addition in the 1953 budget of approximately 34 
million for space for additional people for the Defense Department. 
Then the Bureau of the Budget concluded there would be a 3-percent 
reduction in personnel housed in space operated by GSA. _ So they 
cut E, O. E. $1,366,000. 

The House committee reduced E. EK. by an additional $831,750. 
The House committee in its report oan stated under “Operating 
expenses” that they are reducing rentals, now running in the neigh 
borhood of $40 million and will be about 4314 million in 1954, to $32 
The report states that the committee is allowing only $32 


S10 


million. 
million for rental, operation, and maintenance of leased space, 
million for the first quarter, $8 million during the second quarter, and 
$7 million during each of the last two quarters, thus enabling GSA 
to make use of Government-owned and other space which will be 
relinquished during the year due to reductions in Government opera 
tions and the liquidation of emergency agencies. 

The point I am making is this: Emergency agencies are not involved 
as no funds are included in these estimates for DPA activities. ‘The 
reduction because of a general curtailment of personnel under the 
present administration program has already been made in the E. O. FE. 
appropriation by the Bureau of the Budget and the House committee 
cut an additional sum of over $8 million out of the “Operating ex 
penses” appropriation. It is a duplicate cut. 

Senator SaronstaLt. When you use the words “duplicate cut,” it 
cutting it out of both the °‘ ‘Oper: iting expenses, PBS” and “Emer 
gency operating expense,” using the same gener: al figures twice, 1s 
that right? 

Mr. Reynotps. Apparently what has been done, the Bureau of the 

Budget made the cut in the E. O. E. appropriation. I think that is 
the appropriate place to cut because we will keep the space financed 
by regular funds full all the time. If we are regularly operating a 
building, we should keep it full and move people from space financed 
by E. O. E. appropriations. Any slackening will take place in the 
E. O. E. and not the O. E. appropriations. That is why the Bureau of 
the Budget made the cut in KE. O. E. and not in O. E. But the House 
committee applied the cut also to the “Operating expenses” appro 


priation. 
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We, of course, do not know what the final figures will be for t 
personnel of other agencies which we serve. We do face this ver) 
practical problem, and that is as you cut off people and space is give 
up, it is given up in bits and pieces all over the United States. Ii 
takes months before we can consolidate and give up leases and get 
saving. Again the Bureau of the Budget allowed us 6 months as 4 
transition period in order to accomplish that purpose. We cannot 
as of July 1, not knowing what the personnel will be. cancel leases 
hundreds of places throughout the United States. We do not kno\ 
that far in advance to what extent we can cut them. 

Senator SartonstaLL. What you are saying is that you are willing 
to take the cut in the “Emergency operating expenses” due to the cut 
in the number of Government employees which is the emergency oad 
give-and-take, the E. O. E. account, but you think that ‘because of 
increased rentals and because of trying to serve properly the Gov 
ernment buildings and because of the ‘shrinkage of time in getting 
these people transferred that you need approximately $7 million 
more than the House allowed you in “Operating expenses” accounts ’ 

Mr. Reynotps. That is correct, sir. I think that is a very conserva 
tive view. I think whoever has my position is going to have a job to 
do that in this coming year. 

Senator Sa.ronsTaL,. Senator 
questions ¢ 

Senator Dworsnak. No. 
est to the explanation. 


Dworshak, do you have any 


I have listened with a great deal of inter 


INVENTORY OF FEDERAL REAL ESTATE 

Senator SAuronsTALL. Senator Knowland has asked this question 
and I would like to ask it of you, Mr. Reynolds: The staff of the com 
mittee has discussed with him and with you, General Services, and 
with the General Accounting Office, the means to provide for an 
inventory of real estate whic h is lacking in Government records on an 
overall basis. Lunderstand in previous years funds have been denied 
for such real-estate inventory. 

I would like at this point to put in the record two letters from the 
Comptroller of General Services on the subject estimating the cost at 
$100,000 to complete such an inventory. 

(The material referred to follows:) 


GENERAL SERVICES ADMINISTRATION 


WASHINGTON 25, D. C., April 16, 1953. 
Mr. Ear. W. Cooper, 
Clerk, Independent Offices Subcommittee, 


Senate Committee on Appropriations, Washington 25, D. C. 


Dear Mr. Cooper: Reference is made to my letter dated April 10, 1953, and 
our conversation in which you requested a copy of the last report prepared on 
the inventory of real property holdings by the Federal Government. 

I find that the last complete report which was published covered the inventory 
of Federal real-estate holdings as of June 30, 1937. The subject matter of this 
report is contained in House Document No. 111, 76th Congress, 1st session. More 
recent information on the Federal real-estate holdings, previously referred to as 
the 1940 report, was compiled by obtaining additional information from the 
respective agencies which permitted the original report to be revised as of April 
1939. The revised report was not released as a formal publication; however, a 
revised summary table does appear in House Document No, 216, 78th Congress, 
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Ist session. We regret that there is not available a copy of the revised report 
which can be furnished to you 

It is hoped that the 1937 report contained in House Document No, 111, 76th 
Congress, Ist session, will serve your purpose inasmuch as it indicates the format 
and scope of data that was initially compiled in connection with the Federa 
Government real-estate holdings. 

Sincerely yours, 
Max MEpDLeEy, Comptroller 


GENERAL SERVICES ADMINISTRATION, 
Washington 25, D. C., April 10, 19538 
Mr. EARL W. Cooper, 
Clerk, Independent Offices Subcommittee, 
Senate Committee on Appropriations, 
Washington, D.C. 


Dear MR. Cooper: This has reference to our telephone conversation the other 
day in which you requested certain information including the estimated cost 
for compiling an inventory of real property holdings by the Federal Government. 

Under the provisions of the Federal Property and Administrative Services 
Act of 1949, as amended, section 206 (a) (1), the Administrator of the General 
Services Administration has authority to obtain reports from executive agencies 
which would permit the development and maintenance of an inventory of real 
property held by the Federal Government. Prior to the enactment of the Federal 
Property and Administrative Services Act, authority for the computation of 
records of real estate holdings of the Federal Government was contained in 
Executive Order 8034, dated June 14, 1939. 

An inventory of Federal real property was developed by the Federal Works 
Agency, a predecessor of the General Services Administration, under authorit) 
of Executive Order 80384; however, because of conditions that arose during the 
national defense period immediately preceding World War II, a number of 
agencies discontinued their participation. This factor, coupled with lack of 
funds, resulted in the suspension of the program. The 1940 report was the last 
one prepared and covered an inventory of approximately 15,000 projects. 

The large number of acquisitions incident to the war effort, together with 
other changes which have taken place in the past 10 or 12 years, will render 
valueless the available material as of 1940 In this connection Senate Docu 
ment 130, 78th Congress, Ist session, contains information on Federal real 
estate that was in the 1940 report. 

Except for the pattern that was previously established, the project would be 
a matter of making a fresh start in the development of information on overall 
real property inventory of the Government. In order to develop a statistical 
type of real property inventory record, it is estimated that it would require 
$100,000 during the first fiscal year. The annual cost subsequent to the first 
year for completing and revising the inventory would be less than this figure; 
however, the actual cost, of course, would depend to a great extent on the scope 
of the information which was incorporated into the statistical inventory data 
As I mentioned to you the other day, the end product of the plan would be based 
on reports from other agencies that would be taken from various types of records 
depending upon plans that the individual agencies adopted for the accumulation 
ot the information. An estimate for compiling data along this line was included 
in the President’s budget for the General Services Administration that was 
submitted to Congress for fiscal year 1951; however, due to reduction from 
the budget in the amount that was appropriated, this project could not be unde 
taken. An effort was also made to provide for this item in the budget fo 
fiscal year 1952, but it was eliminated during the budgetary process and was 
not incorporated in the President’s budget for that fiscal year. 

From a long-range standpoint, it may be more satisfactory to pursue a plan 
that is currently under consideration by the General Accounting Office in 
conjunction with the General Services Administration and other agencies in 
connection with the joint accounting improvement program to obtain accounting 
control of the Federal Government’s investment in real property Such an 
approach would assure more accurate figures on a current basis, and, of course, 
would establish a more uniform method to be followed by all agencies in the 
recording and reporting of real property holdings. A further advantage under 
this concept is the possibility that the inventory records for the entire Federal 
establishment could be maintained on the books of a limited number of agencies 
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If this plan should prove practical it would, of ©ourse, make the pre 
4 consolidated report a relatively simple matter. 

Subsequent to our conversation, | understand that you have also discussed 
this problem with Messrs. Brown and Nolin, of the Ac counting Systems Division 
of the Genera] Accounting Office. 

If you wish any further information, please do not hesitate to ¢ 

Sincerely yours, 





paration of 


all on us. 


Max MEDLEy, Comptroller. 
FURTHER DISCUSSION OF INVENTORY 


Senator Savronsraur, What have you to say about that subject ? 

Mr. Rernowps. Some years ago there was an attempt to obtain funds 
to do this very thing. Previously there was such a report prepared by 
what was then known as the Real Estate Board. You may have seen 
a copy of it. It gave a tabulation of all ownership in the United 
States and rather surprising information as to the amount of land 
owned in certain of the States, 

An inventory of real estate would be a very useful vehicle for the 
Congress, and TI believe this request has been coming from Members 
of Congress who have to deal with this problem. Taxes and other 
matters are involved in the story. If it is any good, and I] say this 
after many years of study of this problem, ] think such an inventory 
should be done upon as limited a basis as possible and should be kept 
current. I think it would do very little good to make a tabulation of 
the real-estate holdings of the United States and file it away where 
nobody could use it. Tt must be kept current if it is going to be of any 
value to the Congress and to the various departments, 

Senator Sarronsratt, Why is it not a fundamental part of your 
service? You state to us that you are increasing 2,150,000 square feet 
of space this year, Have you a record of how many square feet of 
space is now occupied by the Government ? 

Mr. Reynoxps, No; we do not have a complete record except for 
space which GSA manages. 

Senator SanronsraLL. So you cannot tell this committee accurately 
today what space the Government occupies ? 

Mr. Reynoups. No: ] cannot. 

Senator Sauronsratn, The idea of an inventory of this character 
would be to keep a current inventory of the property either owned or 
the property rented by the United States Government in, we wil] say, 
San Francisco: in Boise, Idaho: or Boston, Mass., and keep that up 
to date? 


ey 
ee 


GOVERNMEN T OWNERSHIP OF LAND 


Mr. Reynoups. That is true. It goes beyond that. Tt would in- 
clude the parks, the forest lands and all other real property holdings. 
You will find in some of the States of the West, 80 percent of the land 
in Government ownership, 

Senator Sauronstat, You could not do that for $100,000. 

Mr. Rrynowps. We can make a tabulation if it does not go into 
too much detail. There has been discussion that there should be deeds 
of all properties owned by the Federal Government in one agency, 
[ do not agree with that. I think that is a lot of redtape. But it 
would be useful for any group that has to use real estate or to study 
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the problem of Government ownership and the tax relationships of the 
Federal Government and for the local communities to know what the 
holdings are and the conditions under which they are held. 


APPROPRIATION FOR INVENTORY 


Senator SALronstautu. Mr. Forbes, as the Acting Administrator, 
would you care to recommend this committee consider and amend to 
this bill that it would add an amount to make such a current inven- 
tory ¢ 

Mr. Fores. We think it would be a very useful document. How- 
ever, Mr. Chairman, as I understand this situation, $100,000, which 
Was our estimate as set forth in Mr. Medley’s letter, would not be the 
total cost. I do not know what the total cost would be. 

Senator SarronstaLt. What would be the amount that would have 
to be put in this budget to have such an inventory started ? 

Mr. Forses. We estimated if we can get the cooperation from the 
Bureau of Land Management and other agencies of the Government 
and consolidate their information as to the holdings which are under 
their jurisdiction with the property that is under our jurisdiction, 
we can consolidate that data and publish such a document. But it 
would not be the total cost of the preparation of this data, since the 
work would entail additional costs to be borne by the other agencies 
preparing the material for submission to GSA. 

Senator SavronsTatu. There would be no way under that sugges 
tion to keep that inventory up to date; would there? 

Mr. Forpes. That would be a one shot proposition. 

Senator Sarronsrati. It would be put in the cupboard and that 
would be the end of it. 

Mr. Forses. That would be only for the preparation of the first 
current inventory during 1954. There would be a recurring expense, 
however, to keep it up to date in following years. 

Senator SauronstaLy. With the General Accounting Office you 
have to have some method of keeping that up to date? 

Mr. Forses. Our estimate of $100,000 was only for consolidating 

e 


the data and publishing the report as a current document. [f it is to b 
kept up to date, it would be a recurring expense of some other amount. 

Senator Sauronsraty. Could you put that in the form of a letter 
to the chairman of this subcommittee so that he could take that up 
or submit it to the Bureau of the Budget ? 

Mr. Forres. There was put into the record a letter signed by Mr. 
Medley addressed to Mr. Cooper dated April 10. If you choose, Mr. 
Chairman, we will rewrite this, supplement it wherever possible, and 
state what we have stated here as an official communication to you as 
chairman. 

Senator Savronstaty. My idea would be to submit that to the 
Bureau of the Budget for what recommendations you care to make. 
Personally, I think you may underestimate the cost of getting such 
a document together in the form that it is readable and can be kept 
up to date and can be used as a working basis for current inventory. 

Mr. Forses. We will reanalyze our estimate on the basis you have 
suggested. Is it your suggestion that we submit it to you through 
the Bureau of the Budget ¢ 
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Senator SarronsraLu. No; submit it to me in the form of a letter 
I can take to the Bureau of the Budget, as a question this committee 
was considering, with your advice. 

Mr. Reynotps. There has been over the years a great deal of dis 
cussion as to the amount of money it would take to compile the report 
we are discussing. This $100,000 will by no means meet. the wishes 
of some people. It is sufficient in the views of others. It depends 
entirely upon how much detail is included in each of the reports 
and in the compilation. My view of it is that the compilation should 
be as simple as it can be, by not making too much money available, 
so that it has to be simple. That would give the basic data, and any- 
one using it as a working document and desiring information beyond 
what is included could obtain further details on a particular piece of 
property. 

Senator Satronstaui. My idea would be to take Boise, Idaho, as an 
example, what the Federal Government was renting there, how many 
square feet, where located. It would be available if there were some 
new places going in there; there it would be. They could start from 
there. Is that your idea? 

Mr. Reynouips. We have an amount of money for that already. 
Anything in connection with any building rented by the Federal Gov- 
ernment in Boise, Idaho, we have the information now. The informa- 
tion we do not have is the space being occupied on military reserva- 
tions, forest reserves, national parks, ete. 

Senator SautronstaLt, Then will you prepare a letter along those 
lines ¢ 

(The letter referred to follows:) 
















































GENERAL Services ADMINISTRATION, 
Washington, D. C., April 24, 1953 
Hon. Leverett H. SALTONSTALL, 
Chairman, Subcommittee in Charge of the Independent Offices Appropriation 
Bill, 
United States Senate, 
Washington, D. C. 


Dear Mr. SALTONSTALL: During the hearings before your subcommittee April 
21, 1953, on 1954 appropriation requests for the General Services Administration, 
you requested that I furnish you a letter concerning the compilation of 
inventory of real-property holdings by the Federal Government. 

The Comptroller of General Services Administration submitted a letter to the 
clerk of your subcommittee on April 10, 1953, which outlined some background 
information on this subject. A figure of $100,000 was indicated in the Comp- 
troller’s letter as a rough estimate of cost to the General Services during the 
first fiscal year toward compiling a statistical-type report of the Federal Govern- 
ment’s real-property holdings. Upon a more detailed analysis of the require- 
ments, however, it has been determined that the cost will more closely approxi- 
mate $125,000. It must also be emphasized that this estimate does not include 
additional cost that would be incurred by other agencies of the Government in 
preparing data for submission to General Services Administration that would 
be necessary in order to permit the preparation of a consolidated report. 

If such a report was brought up to date and published each fiscal year, the 
annual cost to General Services Administration subsequent to the first year 
would be slightly less than the $125,000 figure. The actual cost for the initial 
and succeeding years, of course, would depend on the scope of the information 
that would be incorporated into the statistical report. The estimate is based on 
the compilation of a relatively simple report that certainly would not go beyond 
the scope of the data contained in the report covering Federal real-estate hold- 
ings as of June 30, 1937, the subject matter of which was contained in House 
Document No. 111, 76th Congress, 1st session. 
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if it is the wish of the committee, and adequate funds are appropriated for the 
purpose by the Congress, the General Services Administration will undertake 
the task of compiling a summary statement based on information to be furnished 
by other agencies which currently have records of real-property holdings. Due 
to the initial difficulties inherent in such a project, it is estimated that it would 
require approximately 18 months before the first report could be completed. 

hereafter the data could be brought up to date once each fiscal year. 

If at a later date a decision is made through the joint accounting-improvement 
program to obtain accounting control of the Federal Government’s investment in 
real property, a more simple and satisfactory arrangement could then be made 
for the preparation of a consolidated report Chis latter approach would also 
issure more accurate figures on a current basis since it would establish a more 
uniform method to be followed by all agencies in the reporting and recording of 
Federal real-property holdings. It should also be possible under this concept 
to concentrate the real-property inventory records for the entire Federal estab- 
lishment on the books of a limited number of agencies. 

We shall be glad to furnish any additional information that you may wish in 
connection with this subject. 

Sincerely yours, 
RUSSELL FORBES, 
Acting Administrator 


ARCHITECTURAL FEES 


The chairman of our committee, Senator Bridges, and Senator 
Young are interested in the problem of architect fees. They would 
like to see that restricted to private enterprise rather than to have 
on the Government payroll a large force for architecturally designed 
buildings. There is in the House report on page 8 a statement on that 
subject. 

I would like to ask briefly, for our record, what you have to say con- 
cerning that. That is the second paragraph on page 8, starting off 
“In effecting a reduction——” 

Mr. Reynotps. The reduction they are referring to here is what we 
call the nucleus professional staff which is necessary to carry on the 
normal business that comes to the office even when we have no new 
buildings to design. We are working and having great difficulty in 
reducing that force from 22 to 11 people. Some of them are clerical 
help. However, we are not appealing that reduction. We believe 
basically in, and have been following the principle of the use of, pri- 
vate architects. 

We have a project that has been finished in Los Angeles which was 
done by private architects. We have done quite a lot of work with our 
own forces, but it has been a force based upon the theory that we will 
need a competent technical staff in the event we resume a regular build- 
ing program to check the work of private architects. 

There is always work flowing into the Office to keep a minimum force 
going. Perhaps this force has been too large. We have been run- 
ning at about 200 in that staff. We are reducing it because of the 
cutback in work as the result of the recent general revision of pro- 
grams. The reduction in the architectural staff is pretty nearly auto- 
matic in regard to the cutback in programs. We are cutting it back 
about 62 percent. 

Our relationship with the American Institute of Architects is very 
good. They recently gave me an honorary membership in their so- 
ciety. They agree in principle with the way we have been handling 
our work and the way we establish our fees for private architects. 

But I am perfectly willing that the major portion of the work be 
done by private architects. I would not say all of it, for this very 
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practical reason: If we have any work in volume—and ‘we do work 
not only for buildings we may operate, but on such buildings as the 
National Institutes of Health, St. Elizabeths Hospital, and also work 
for other departments—we have got to have talent in order to check 
the work of private architects. The people in private practice I think 
will, without exception, agree that their work, in order to conform 
with the laws and regulations of Government, should be checked. 

Senator SarronstatL. What proportion of the architectural work 
within your direction is now done, in your estimation,, in the last fiscal 
year by private architects? 

Mr. Reynoups. There is very little due to a low total volume. There 
is a $4 million job being done at Boulder, Colo., certain projects for 
other agencies at several others. That is about all at this time. 
The project at Los Angles which I previously referred to is being 
completed in this fiscal year. 


TOTAL 





PERSON NEL 











Senator Savronstaun. At the present time you have about 203 
people in that Department / ¢ 

Mr. Reyno tps. That is right. 

Senator SarronstaLL. You are cutting about 62 percent ? 

Mr. Reynotps. Yes. 

Senator SALTONSTALL. So that will be substantially reduced to 
less than 100 people? 

Mr. Rrynoups. Yes. 

Senator Sauronsrat.. And there will be very little architectural 
work done on the outside during the coming year? 

Mr. Rreynotps. That is right. There will be very little in Govern 
ment, because we are reducing down to the demand load. In other 
words, we will do only what we are asked to do. The revised budget 
policy is to not do any construction projcts unless they are absolutely 
essential. I agree with that. 








ALTERATIONS OF BUILDINGS 

Senator SavronstatL. Then the men you keep will be men for 
drafting alterations in present Government buildings? 

Mr. Reynotps. We use quite a few regularly on major remodeling 
projects. We use private architects also, such as we did for the 
Federal Court Building here in Washington. We have to have rather 
high-grade people in order to check those drawings. They have to 
be good or the check is not effective. They will also do design work 
on new structures, otherwise there would be little incentive for high- 
grade people to remain in Government. 

Senator SauronstaLtL. How many of those 100 men who are left 
are supervising architects and how many are actual draftsmen, ap- 
proximately ? 

Mr. Reynotps. I would say maybe 15 would be in the supervisory 
capacity. There are some borderline cases where one man will be in 


charge of three or four designers who are all on an equal status, prac- 
tically speaking. 
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REPAIR, IMPROVEMENT, AND EQUIPMENT ITEM 


Senator SALTONSTALL. Mr. Forbes, the next ey is “Repat r, 
provements, and equipment outside the District of Columbia.” The 
revised budget was $18 million, a cut of $7 uitlion from the Truman 
budget. 7 he House allowed sis million. Lhat Is satisfactory é 

Mr. Forsers. Yes. 

Senator SALTONSTALL. Could you do with less? 

Mr. Forsers. No; we could not. 

Senator SaLronsTat.t. Why not? 

Mr. Fornes. Because this is a case we have already been postponing 
from year to year, improvements and alterations that are badly needed 
in aging Government buildings. We think this cut we have already 
made is a calculated risk and it is only postponing the day when the re 
will have to be more money appropriated Lo keep these buildings in 
condition for maximum utilization. 

Senator SALTONsTaui. It is a calculated risk which you would 
support, and support optimistically and not pessimistically ? 


Mr. Forsrs. Yes. 


POST OFFICE SPACI 


Mr. Reynoups. Five million dollars is included in this item spe 
fically for post office work space improvements. Originally there was 
$10 million for that new item. Studies that have been made so far 
on, espec lally one pilot project in Richmond, Va., resulted in a great 
saving in operational costs of the Post Office De partme nt. We will 
get much more experience out of this $5 million, and the Post Office 
Department is cooperating with us to see how great the effect is on 


improving output of work, The rest of the appropriation is for 
normal repairs on over 5,400 Government-owned buildings and our 
requests for such work far exceed the amount indicated here. I agree 
with Mr. Forbes that we are content with this. 


CAPITAL FOR BUILDINGS MANAGEMENT FUND 


Senator SauronstTauty. The next item is the building management 
fund where the original budget was $6 million. The revised budget 
cut it out entirely and the House put back $3 million. You ask 
have it put back to $6 million. That I assume is the rotating fund 
which you use for operating your capital improvements in your 
equipment in your buildings, 1s that right ? 

Mr. Forses. That is right; it is a revolving fund, but not for that 
purpose. Mr. Medley can speak to that. 

Senator SatronstaLty. Why is a fund of $3 million not enough ? 

Mr. Mepuey. Mr. Chairman, we run about $15 million worth of 
business monthly through this fund, $10 million of which comes from 
GSA appropriations and the rest of which is from reimbursements 
from other agencies. Experience has taught us—particularly on our 
job order work, where after the work is performed, we have to cost 
it, bill it, and receive payment—we have a lag of about 90 days. That 
lag translated into dollars, will run about $13 million, particularly 
at the end of the fiscal year. That is based on our current volume. 
So, at the end of each year we run out of cash because the funds we 
need to pay our creditors are tied up in receiv ables with other agencies. 
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Senator SauronsraL.. How much have you got in receivables right 


now ¢ 

Mr. Mepiey. | will have the figures looked up and will give them to 
you inamoment. Inthe meantime, I would like to have GSA amend 
ment No. 2 inserted in the record. 

(The material referred to follows: 


LUILDINGS MANAGEMENT FUND 
PROPOSED AMENDMENT 


On page 13, line 22, strike out “$3,000,000" and insert in lieu thereof 
*$6,000, 000 
(1954 House hearings, pp. 865 to 867) 


Budgetary data 


Supplemental estimate, 1953 £6, 000, 000 


Revised as an estimate for 1954 6, 000.000 
Appropriated, 1953 


Change from 1953 to 1904 (revised) 


sill as reported to House 
Proposed amendment 


Increase proposed 
LEGISLATIVE HISTORY 


House committee Report No. 276, page 0: 

“Buildings management fund.—The committee considered a budget estimate 
of $6 million for the establishment of a revolving fund which would facilitate 
operations in connection with buildings management. The purpose of the fund 
is to permit financing of all buildings management operations from one fund, 
to simplify bookkeeping, and to present in the budget in one place a composite 
picture of operations. The committee has recommended an appropriation of 
$3 million to initiate this program.” 


JUBTIFICATION OF TIIFE AMENDMF 


This item is to provide working capital for a revolving fund, authorized by the 
act approved July 12, 1952 (66 Stat. 594), to facilitate buildings management 
operations 

A monthly operation of approximately $15 million is currently being handled 
through the fund, of which $10.4 million is supported by GSA appropriations 
and $4.6 million represents services subject to reimbursement from other agen 
cies. Working capital for the fund is required primarily for financing the 
services reimbursable from other agencies for an average period of 90 day 
Experience has indicated this to be the time lag for costing, billing, and collect 
ing payments for services rendered. 

Based on this average lag of 90 days, a working capital of about $13.7 million 
would be required to meet regular payrolls for employees performing the re 
imbursable services and to make prompt payments to vendors for materials or 
services involved in advance of receiving reimbursements therefor However 
it is anticipated that operating experience under the fund and possible reductions 
in reimbursable workload may provide a means of reducing the working capital 
requirement. It was on this basis that a minimum estimate of $6 million was 
formulated and transmitted to Congress 

In cutting this item from $6 million to $3 million the House committee in the 
report referred to it as being for the initiation of “the program.” It is not, in 
fact, a new program but a method of financing a continuing operation. Adequate 
capital is necessary to bridge the lag between providing services and receiving 
payment for them from other agencies. 
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It is emphasized that appropriation of these funds does not result in net 
expenditures to the Government that adversely atfects efforts to balance the 
buedret 

It is urged that this item be restored to the estimate of $6 million 


FURTHER DISCUSSION OF BUILDING MANAGEMENT FUND 


Senator SavtonstaLL. What you are saying to us, then, is that this 
$6 million fund makes you run into debt every year and you make it up 
with a new appropriation ¢ 

Mr. Meptey. No, sir; this fund was only authorized July 12, 1952, 
by Public Law 522 of the last Congress. Pursuant to the provisions 
of that law the fund was established by the Administrator on January 
1, 1953. Weare just getting it into operation. 

Senator SavronsTatt. Why did the revised budget cut it out en 
tirely ¢ 

Mr. Mepiey. I think there is a misunderstanding on that point. 
The estimate was originally submitted as a part of the items which 
became the Second Supplemental Appropriation Act, 1953, which 
was recently enacted by Congress. ‘The House committee preferred 
to defer consideration of this item, without prejudice, until such time 
as we appeared for our hearings on our 1954 appropriation estimates, 
So it was not included in the original 1954 budget since it had been 
previously submitted as a supplemental for 1953. 

Senator Sarvonstauw. If you are running about $15 million worth 
of business a month, how can you run that on even $6 million. 

Mr. Meptey. Frankly, sir, it is going to be difficult, but it will be an 
improvement over the old financing system when we operated strictly 
on appropriated funds and had no capital at all. 

Senator SanvonstaLL. Anything we give you, whether it is 3, 4, 6, 
or even more, is just so much gravy to put this thing into operation ? 

Mr. Mepiey. Adequate capital is needed to improve the operation. 
However, I would like to point out, sir, that this is a working capital 
fund and does not result in a net expenditure and therefore is not 
involved in balancing the budget. Furthermore, and perhaps more im 
portant, it will preclude our making vendors wait for their money 
while we are collecting from other agencies. 

Senator SauTonsTauL. Theoretically, if you run into debt on this 
fund and the fund is not big enough, then you have to go back on a 
straight cash basis of asking the agency to pay you on the nose, is 
that right? 

Mr. Mepiey. The $13 million lag has been our experience in the 
past, but we hope that we can make arrangements with the agencies 
for more prompt payment of their bills, that $6 million will be 
sufficient. We have never considered it sound business to make a 
cles pay for job order work in advance. 


en 


ACCOUNTS RECEIVABLI 


Senator SaLTonstTauu. I would like to have for the record, What is 
outstanding now in “Accounts receivable” and how many orders do 
you have outstanding ¢ 

Mr. Meptey. I have that now. The accounts receivable as of Feb 
ruary 28 were $14,122,000. The accounts payable were approxi- 
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mately $4,600,000. The accrued liabilities were approximately $4, 
500,000. So in terms of current and accrued liabilities. we had about 
$9 million owing as against $14 million in the receivables. Of course, 
those figures will fluctuate from month to month. 

Senator Satronstaty. Even on that basis, $3 million would do you 
if you had $15 million in receivables, and $4 million of actual cash 
debts, and $4 million of accrued debts. You would be a little under 
water. 

Mr. Mepuey. There would be a difference between $9 million and 
$14 million. Actually, at the end of the fiscal year, payables will 
and must climb to equal receivables, which is about $13.5 million. 

Senator Savronstauu. Boiled right down, anything we can start you 
with is so much to your advantage? 

Mr. Mepiey. Yes. sir. It is not so much for our advantage as for 
the advantage of the private businessman selling to the Government. 
I would like to point also, for the information of the committee, that 
the authorized capital is $10 million, 

Senator Sarronsrau.. Have you any questions? 


HOSPITAL FACILITIES IN THE DISTRICT OF COLUMBIA 


The next one is hospital facilities, District of Columbia. There 
the original estimate was $3 million. The revised was $1 million and 
the House cut it out all together. You are not asking to put any- 
thing back? 

Mr. Forpsrs. No. As a matter of fact, the elimination of the $1 
million was based on a letter which we wrote to the House committee 
before they issued the report, suggesting that it be cut out on the 
ground that the balance of prior appropriations would be adequate 
to start the hospital during the fiscal year 1954 and cover expenditures 
through June 30, 1954. 

Senator SavTronsTaL.t. So you have got enough money on hand 
to start your hospital and go ahead as fast as you can during the new 
fiscal year? 


Mr. Forses. Yes. 
REMODELING CONGRESS STREET POST OFFICE, CHICAGO, ILL. 


Senator Sauronsrats. The next item is remodeling the Congress 
Street post office, Chicago, where the full amount of $576,200 has been 
put in right through. This is an old problem. Is that money that 
will complete the job, or will that just carry the first step forward? 

Mr. Reynoups. This is a one-time nonrecurring appropriation. 
Congress Street goes right through the middle of the post office build- 
ing. It became obvious early in the negotiations that both the city 
of Chicago and the Post Office Department could not use Congress 
Street because it is being rebuilt as an expressway. We fin: ally, after 
perhaps 2 years of negotiation, reached an agreement with {he city 
of Chicago whereby they would put up $600,000 for changes within 
the post office building. The Governments share was a part of a pre- 

vious appropriation plus the amount here indicated to complete the 
job so that when the Congress Street improvement is completed the 
post office operations will not interfere with the full use of the Con- 
gress Street expressway. At the same time, reasonable facilities 
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will be provided for the Post Office Department to get its trucks in and 
out of the building. It has been a complex problem, but the settle 
ment is mutually agreeable. 

Senator Satronstauu. Will this amount complete the job? 

Mr. Reynoups. That is right. 


OPERATING EXPENSES, FEDERAL SUPPLY SERVICI 


Senator Satronstaun. The next is “Federal Supply Service, operat 
ing expenses.” The original budget was $3,775,000. The revised 
budget was cut approximately $1 million to $2,735,000, The House 
cut you $2,605,000, You are not requesting any restoration? Pleas 
comment very briefly concerning that. 

Mr. Mack. The services that are included in the oper: ating expense 
appropriation include the making of purchase contracts against which 
the Federal agencies place orders directly with the suppliers. Annual! 
purchases against those contracts run in the neighoorhood of 3300 
million— 

Senator Sarronstatu. This is another revolving fund or an operat 
ing fund to provide that service ? 

Mr. Mack. This is an operating expense appropriation which pro 
vides for the general personal property management function of the 
Federal Sup yply Service, apart from the re volving General Supply 
Fund, and is used, among other things, for making os term con 
tracts which are distributed to the agencies and which are used by the 
agencies in placing orders 

Other function include the transfer of property which becomes 
excess to one Federal agency that might be used by another Federal! 
agency and thereby avoid new purchases; the development of pu 
chase specifications for common-use items, known as Federal specifica 
tions, which are used by the Federal agencies generally, both military 
and civilian, when making purchases; the materials inspection of 
goods which are under Government contracts under our supervision : 
furnishing traffic rate services and providing policy guidance and 
making of studies and preparation of material for participation before 
regulatory bodies on rate matters involving Government transporta 
tion costs; and the promulgation of regulations of supply management 
practices of the Government, including surveys of major supply in 
stallations by a small group that works with the Federal agencies, 
surveying their supply practices and inveytory position and, inciden 
tally, doing a very excellent job. 

Senator SaALTonsTaLL. Can you cut it any lower than the House ha 
cut it? 

INCREASED WORKLOAD 


Mr. Mack. Mr. Chairman, as you will notice, the amount s less 
than the estimated obligations for this year. Actually, our workload 
is going to be greater than this year. We vertainly hope to meet 
that additional workload within this amount of money to the extent 
that it is possible to do it. For example, we are emphasizing th 
surveys of the larger agencies on the more profitable surveys, conce) 
trating on the more important traffic cases, and so forth. 

Senator Sauronstauu. In other words, you can cut your work to fit 
your program ¢ 
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Mr. Mack. We are going to have to, because our money has been cut 
back below the amount we now have. 

Mr. Forpes. If I may supplement that, I think it should be pointed 
out that we are not appealing the cut of $130,000 in commodity catalog- 
ing which the committee made in this item. They suggested that 
cataloging be deferred until the Executive Reorganization Policy 
Committee could take a look at the whole cataloging problem. In 
complete sincerity, I want to say that there is not any fat left in this 
appropriation estimate. If we are to do in Federal Supply Service 
the job we are supposed to do under the law, we should really have 
much more than this. 

Senator Sautronstau. It is almost $500,000 more than you had last 
year, 

Mr. Meptey. That is brought about by a refinancing from one 
appropriation to another. In other words, it is more than was actu- 
ally appropriated, but on a comparative transfer basis it is less than 
what is available in 1953. A certain amount of the overhead in 1953 
was financed under the appropriation item which we will come to next. 
That will be transferred over to this appropriation in 1954. 

Mr. Mack. May I supplement Mr. Medley’s remarks? The Oper- 
ating Expenses, FSS appropriation that I was talking about will be 
less for next year than the amount available for this year. There 
is an increased amount for the next item, “Expenses, General Supply 
Fund.” 

Senator DworsuaKk. You are satisfied your workload is to be in- 
creased this year. How do you account for that? ‘ 


EXCESS PROPERTY 


Mr. Mack. I will give you an illustration. You recall I spoke about 
excess property. It seems pretty clear at this time that the volume 
of excess property that will be declared to us by other agencies will 
be in greater volume next year than this year, primarily due to in- 
creased military excess. That is one indication. 

What we are doing on that is analyzing the various types of prop- 
erty to see which ones are the most profitable in terms of utilization 
so we will know what will be productive of the best yield. That is 
one type of work. 

TERM CONTRACTING 


The term contracting will increase. We now make term contracts 
for about 50,000 items. There are always items being added and some 
deleted each year. The number of common-use items which are 
susceptible to term contracting is much greater than those that we 
now make term contracts for. 


TRAFFIC MANAGEMENT 


Traffic management is another illustration. I would just like to 
make this point: In traffic management we are now actually gener- 
ating about $10 of savings for every dollar that is spent, in terms of 
specific savings which we can identify. Next year we will have to 
confine our workload to those cases which are most productive of 
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savings, which means we are going to have to forego other potential 


savings. 


EXPENSES, GENERAL SUPPLY FUND 


Senator SavronsratL. The next account is “Expenses, genera! 
supply fund.” In 1953 you had $14,536,500. The original request 


for 1954 was $17,500,000. That was cut by $3 million to $14,500,000 
and the House cut slightly more to $13,924,500. 

You are satisfied with that figure. Could you explain briefly whai 
that money is for? 

Mr. Mack. That provides for expenses of operating the general 
supply fund through which common-use items, the kinds of com- 
mon-use items that can be bought to best advantages in bulk, are pur 
chased and distributed through our stores in small quantities as 
needed by the Federal agencies. 

Senator Sattonsratu. This is a unified buying for all the com 
mon articles like desks and chairs? 

Mr. Mack. It includes two primary categories. One has to do 
with small-lot distribution through stores depots maintained in 12 
cities. It also has to do with so-called consolidated buying of items 
which are not suited to stocking in the stores depots and which are 
purchased in bulk and delivered directly to requisitioning agencies. 

Senator Saironsratt. Would $13,924,500 be enough to carry on 
your estimated purchasing for this year? 

Mr. Mack. I would like to explain that. 

Senator SALronsTa... Could it be less? 

Mr. Mack. I am afraid that the indications are that the need is 
going to be more for this reason: We have been working with the 
military departments on a program to take over their purchasing and 
supply responsibilities of common-use items which they are now 
handling in their depots. We have started that program with the 
Air Force and made good progress with them. We are screening 
items to determine which ones should be merged into our stores system 
so we will not be competing with the military for the same kind of 
items. 

At this time we do not have sufficient detailed or specific informa- 
tion as to the entire volume for next year, beyond the amount that 
is indicated in the submission. So it is dependent on how that volume 
developes. It is rather clear, however, that the volume next year will 
be substantially in excess of the amount for which funds were allowed 
by the House. Accordingly, we probably will have to ask for a sup- 
plemental item. 

Senator Satronstrati. Am I correct in putting it this way: That 
$13,924,500 provides the capital on which you do business of $215 
million ? 

Mr. Mack. Let me make it clear that this is not for capital. It is 
for operations which will reach a volume of about $140 million at 
this year’s rate. The revised estimate for next year was based on 
doing an increased volume which runs pretty close to $165 million. 

Mr. Forsres. The general supply fund itself is the revolving fund 
like the building management fund, with an appropriated capital 
of $44 million. The appropriation “Expenses, general supply fund” 
merely provides the overhead expense of handling the items which 
are purchased, and stored, and distributed through this fund. 
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Senator SavronsraLy. Then the revolving fund does not show on 
this because it is a capital fund ¢ 

Mr. Mack. That is a fund of $44 million. 

Senator SavronsTau.. This is the expense of turning that over / 

Mr. Mack. It is the expense of turning over, at this year’s rate 
about $140 million worth of business, and next year the indications 
are that it will be increased, dependent on further additions resulting 
from negotiations we are now conducting with the military. 


OPERATING EXPENSES, NATIONAL ARCHIVES AND RECORDS SERVICH 


Senator SavronsraLtn. Then the next account is the National 
Archives and Record Service where the original Truman budget called 
for $6,250,000. That was cut on the revised budget to $5,525,000. 
Last year there was spent $4,868,200. The House put back $100,000, 
to $5,625,000. Why did the House put that money back? 

Mr. Grover. We originally had an estimate of $200,000 for an 
emergency program to convert the valuable portion of our motion 
picture holdings from a nitrate-base film to an acetate-base film. We 
are losing each year as a result of the steady deterioration of this 
nitrate film some very valuable reels of historical motion pictures. 

Our collection of motion pictures goes back to the very beginning 
of the motion-picture industry. It consists largely of official motion 
pictures produced by the Government itself. Of the 52,000 reels of 
nitrate motion pictures we have, we estimate 23,500 reels are worth 
converting to a permanent acetate base. I think the reason the House 
put back that $100,000 and made it available until expended is that 
the committee felt that we should have more money to convert what- 
ever films seem to be deteriorating because we have lost some very 
important film. For example, we lost perhaps the only reel of motion 
pictures in existence on the expedition of General Graves in Siberia 
in World War I. 

Senator Savronsrautt. In other words, you convinced the House 
you wanted that $100,000 to go ahead on a basis of preserving these 
historical films? 

Mr. Grover. We offered to go slowly in this work, but the House 
apparently felt that it should be done more rapidly. 


RECORDS CENTER PROGRAM 


Senator SALTONSTALL. One of your activities is records centers, 
where you have an increase of $696,000 over a year ago. What is the 
reason for that increase ? 

Mr. Grover. Mr. Chairman, this record-center program was ree- 
ommended by the Hoover Commission 4 years ago. For the past 3 
years, with the support of Congress, we have been gradually expand 
ing the record-center program toward nationwide coverage. We hope 
with this 1954 appropriation to reach the leveling-off point in space 
and equipment so far as the records of the civilian agencies of the 
Government are concerned. Most of this increase is for capital equip 
ment and space to round out the record center’s physical facilities. 

We are able to store records in the centers at a cost of approxi- 
mately 90 cents a cubie foot as against a cost of around $3.50 in 
current office space. For the 3-year period ending June 1953, space 
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and equipment valued at some $8.6 million will have been released by 
transfer of records to these centers. The program has thus proved 
to be a good economy program as the Hoover Commission predicte “cl 
it would be. This year we simply hope to round it out and complete 
the organization of it on a nationwide basis. 


HISTORICAL FILMS 


Senator SavronsraL,. That is where you are going to deposit all 
these historical films ¢ 

Mr. Grover. No, sir. The records centers are for paper records of 
which the Government now has enough throughout the United States 
to fill eight Pentagon buildings. 

Senator SaLronstaLu. Are they microfilm ¢ 

Mr. Grover. No; those are paper records which are destroyed afte) 
varying periods of time, 5, 10, 15 years. ‘They are records that have 
to be ke pt for legal or administr: itive or claims purposes for a pe riod 
of time, but then can be destroyed. They are not worth microfilming 
because they do not have to be kept long enough. 

Senator SALTONSTALL. So you hope to have enough permanent Gov 
ernment-owned buildings to take the records, and those that can be 
destroyed to take them out. When you get this program completed 
you will have enough intake to equal your outgo, and you will have 
enough storage space. 

Mr. Grover. We hope by 1955 that the outgo will about equal the 
intake, around 250,000 cubic feet a year. 

Senator Dworsuak. I am not satisfied as to the explanation of this 


increase from this year’s appropriation to $5,625,000. How about 
the other part of the increase / 


NITRATE FILM 


Mr. Grover. Of that total increase of $756,800, $200,000 is for the 
conversion of nitrate film. That will be performed on a contract basis. 
Only four positions are involved. 

The other $556,800 is for equipment and space, to complete the es 
tablishment of record centers in all 10 regions of the General Services 
Administration by converting 2 depositories to centers and adding to 
the space and equipment of existing centers to the leveling-off point. 

Our original budget request for 1954 was revised to reduce all acti 
ities below the 1953 level except nitrate film conversion and records 
centers. We cut other activities a total of 29 positions below the 
1953 level and we added for these 2 activities 34 positions. That is, 
30 in records centers and 4 for the nitrate film conversion which makes 
a net increase of 5 positions in 1954. 

That in effect rounds out this records center program. So next year 
on that program we should be able to come in with a lower estimate 
because we will need no more capital equipment. 

Senator DworsuaK. Have you not been short of space in the past / 
Why do you have to ask for that additional space now # 

Mr. Grover. In the past 3 years we have taken over records in in 
crements from about 150 different Government agencies at the bureau 
level. As we have taken them over we have equipped the space to 
provide for them. We hope the leveling-off point will be at about 21, 
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million cubic feet of records. When we equip the space for that, we 
hope that is all so far as the civilian agencies are concerned. 


ADMINISTRATIVE OPERATIONS 


Senator SavronstaLL. The next account is the administrative oper 
ations. The House figure is the same as the figure approved last year. 
The original budget called for $5,300,000. The revised budget is 
$4,200,000 and the House put it back to $4,140,750 which I understand 
is agreeable. 

Mr. Forbes, could it be cut any further than last year ? 

Mr. Fores. At the present time it does not seem as though it could. 
Administrative operations involve the work of accounting, paying 
bills, and all of the other items having to do with the fiscal operations 
which are related to the basic operations of GSA. It involves legal 
services. It involves personnel. Those operations cannot be cut be 
yond a certain point. If you do, then we would develop backlogs of 
work which will hamper operations, our standing with creditors, and 
so forth. 






FINANCIAL SERVICES 





Senator Sauronstatu. I have got the breakdown of the activities 
here on page 50. That shows the financial services have been increased 
$219,100 in the revised budget. The other services were decreased so 
there was a net increase of $59,250. The House left it at $4,140,750. 
If the House is correct, why could not all items except No. 2 be cut 
below the figures of last year, the revised budget cut them? 

Mr. Forres. They are all cut below 1953 in the revised budget ex- 
cept No. 2, Mr. Chairman. At the moment it is not clear how we can 
cut further and keep up a balance between administration and opera 
tions. 

Senator Savronstatit. Why did the revised budget increase your 
financial services $219,100? 

Mr. Meptey. Mr. Chairman, that was brought about by two fac- 
tors. First, in our region 3 office here in Washington, which is our 
largest region, we are financing the payroll operation in 1953 out of 
another appropriation. After consultation with the Bureau of the 
Budget it was decided that it should be financed under this appro- 
priation rather than the other one so the increase was made here with 
a comparable reduction in the other one. I might add in connection 
with that operation, whereas the cost was hertofore about $160,000 
annually on a manual-type operation, we have converted it to a ma- 
chine operation at an annual savings of about $58,000. 
























WORK MEASUREMENT SYSTEM 





The second factor which was disclosed by our work measurement 
system, reveals that we are underfinanced and undermanned in this 
appropri ition for the volume of work which we must do and as a result 
certain backlogs are developing in the bill-paying operation. There 
is a slight net increase for that purpose in the amount of $117,100. 
Senator SauTonstaLL. What you are saying is that this increase is 
due to taking over into this account and reduci ‘ing another account ? 
Mr. Mepuey. In part, yes. 
Senator SALTONSTALL, What is that other account? 






















FIRST INDEPENDENT OFFICES APPROPRIATIONS, 1954 177 


PUBLIC BUILDINGS SERVICI 


Mr. Meptey. The operating expenses, Public Buildings Service. 

Senator Sautronsratu. That is under Mr. Reynolds. The payroll 
clerks were carried under the buildings management payroll. Next 
year they will be shifted over to this one. So that accounts for part 
of the reduction in the Public Buildings Service ¢ 

Mr. Mrepuey. Yes, sir. 

Senator SavronstaLL. You say this will give increased efficiency 
because of the new machines ? 

Mr. Mepiey. That is correct. 

Senator SALTONSTALL. Some of these other accounts, Mr. Forbes, 
you feel might be reduced, but it may be difficult ? 

Mr. Forpes. As a matter of fact, we are studying that internally 
now. It is possible we can make reductions here and there. I do not 
believe we can reduce on such matters as accounting, paying bills, 
personnel, office services and that sort of thing. We may be able to 
bring about some reduction in overhead of the supervisory staff. 


REFUNDS UNDER RENEGOTIATION ACT 


Senator SaLTonstautL. The last item is “Refunds under the Re 
negotiations Act.” Last year it was $9,300,000. It was put in orig 
inally by President Truman at $9 million, and revised at $9 million 
and left at $9 million. I assume that is an unchangeable item, a con 
tract item ? 

Mr. Meptey. It is an item over which GSA has no control. 

Senator SauronsraLu. Just to make it clear to our subeommittee, 
what are these refunds under the Renegotiation Act? 

Mr. Meptey. The Revenue Act of 1943 } pro\ ided where a contractor 
of World War II had a certificate of necessity canceled on a plant, that 
he could come back in under the regulations promulgated by the War 
Contracts Price Adjustment Board and secure what amounted to a 
recapture of the excess profits tax which he had paid based on a 5-year 
amortization of the facility which had been bui!t for the war effort. 

Senator SaLTonsTaLhL. That is not a fixed figure, but that is an esti 
mated figure as to what you are going to have to refund? 

Mr. Meptey. That is correct. 

Senator Sauronstautt. That is not like interest on the debt that is 
outstanding; it is what is estimated will have to be refunded under 
this / 

Mr. Mepiey. That is right. The Federal Government is required 
to make refund payments ‘under the law, after the claims have been 
Roney examined, pursuant to regulations for that purpose, and the 
tax benefits have been computed by the Bureau of Internal Revenue. 

Senator Sartonsratu. We have already discussed strategic and crit 
ical materials which have been left out at the suggestion of the 
revised budget. 

CRITICAL MATERIALS 


Mr. Watsu. With your permission I would like to make a statement 
on strategic and critical materials. It has to do with not asking for : 
appropriation in 1954. That is based on the assumption that ad li. 
tional funds are not required if there is a continuance of the policy 
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laid down by the Bureau of the Budget which provides that where 
expansion program for a particular material has been established | 
the Office of Defense Mobilization no contracts for that material ma) 
be made from stockpile funds except where deliveries thereunder may 
be completed within approximately 1 year. Contracts, where deliv 

ery completion would run beyond that period, are to be financed 
under the borrowing authority funds authorized by section 304 (B) 

of the Defense Production Act of 1950. 

Senator SauronstTaLL. While we cannot put anything in the rec oa 
you are satisfied you have enough money to carry through fiscal 195 
and if for any reason the amounts are increased, you have ee 
to borrow so you would be able to take care of the problem until Con 
gress next met 4 

Mr. Wausu. The authority to borrow is under Public Law 774. 

Senator SarronsraLL. So with the money on hand you think it is 
enough, but if not and your calculations are wrong or there is an in 
creased emergency, you can borrow under the Defense Act and take 
care of the situation ? 

Mr. Warsu. Yes, if title III of the Defense Production Act is ex- 
tended beyond June 30, 1953. 







STOCKPILING PROGRAM 


Senator Dworsuak. Is your stockpiling program up to date under 
the original mandate of Congress ? 

Mr. Watsu. It is somewhat behind on certain items. On other 
items it is running ahead. On metals, particularly, it is running 
behind. 

Senator Dworsnakx. When do you purchase metals, when they are 
at high prices or depressed prices? 

Mr. Watsu. We have bought them at both levels. We try and 
follow the market. 

Senator Dworsnaxk. I have been critical in the past on various 
occasions when I observed that when the world situation was some 
what acute, under the stockpiling program we step in and purchase 
some of these strategic materials; whereas, when the prices are de 
pressed and there appears to be a surplus of some of these strategic 
minerals, the stockpiling program completely ignores the current sit 
uation. 

Is that true or not? 

Mr. Wausn. That has been true on occasion in the past. Our pur- 
chase program has been dictated to us by the Munitions Board. There 
were occasions when the markets were very low when we had no 
purchase program at all and we could not take advantage. There 
were other times when the market was high when we were directed 
by the Munitions Board to go in and get materials. 

Senator DworsnaK. Apparently there have been no specific policies 
to follow. 

Mr. Wausu. They were specific by the Munitions Board. 

Senator DworswAk. I realize a lot of the data and information re- 
lated to our stockpiling program is classified and it cannot be divulged. 
Otherwise, I would like to ask some questions but I suppose they would 
be out of order. 
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Senator Savronstauty. There is no reason in the world why you 
should not ask questions in executive session if you care to do sO. 
Senator Dworsnak. I do not think even that would be justified. 
This information is highly classified. 
Mr. Watsu. I would be glad to give it in executive session. 
Senator Dworsnak. I can ask that personally instead of going into 
executive session. 
STOCKPILING OF ANTIMONY 


There has been some disputes about the adequacy of stockpiling 
some of our scarce materials like antimony. 

Mr. WausH. Our objective is completed on that. 

Senator Dworsnak. Isn’t it a fact that many of those acquainted 
with the requireme nts of antimony under emergenc \ conditions con 
tend that the stockpiling program would probably take care of only 
6 months instead of a year? A year is your general objective in most 
metals. 

Mr. WALSH. The objective is computed on the basis of the defi 
ciency between supp hy and demi and. It varies by commodity. 

Senator DworsuHak. Don’t you plan to have e nough materials in the 
stockpile te take care of 1 year’s programs / 

Mr. Watsn. Not necessarily. It is a difference between supply and 
demand. In some cases it is 6 months; in other cases it is longer, 
depending upon the source of supply. 

Senator Dworsnak. I do not want to belabor this subcommittee, 
but you are acquainted with the antimony situation wherein the Bu- 
reau of Mines has indicated probably during the past 6 months we 


have produced not a single ton of antimony in this country. Is that 


true ¢ 

Mr. Wausu. I really do not know. I know there have been discus- 
sions on that. I have no figures on it. 

Senator Dworsuax. Practically all of our antimony is purchased 
in South America and South Africa, so if we would become involved 
in a global war overnight we would find ourselves confronted with 
a serious situation of having to re ly upon foreign production almost 
entirely. That would be a tragic situation. 

Who determines policy on points like that ? 

Mr. WaAtrsH. The Munitions Board. 

Senator SavronstaLL. Thank you, gentlemen. 


INCREASE IN LIMITATIONS ON TRAVEL 


Mr. Forbes, that completes your items with the exception of the 
amendment for increased travel. I note from your request for amend- 
ment brief that you request an increase of limitations on expenses of 
travel in nine different sections of the bill and you justify those 
amendments. That will go into the record at this point. 
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(The material referred to follows.) 


GSA AMENDMENT NO. 3 


LIMITATIONS ON EXPENSES OF TRAVEL (VARIOUS APPROPRIATION ITEMS 


PROPOSED AMENDMENTS 


Page 12, line 2, delete “$161,200” and insert in lieu thereof “$241,800.” 
Page 12, line 24, delete “$22,865” and insert in lieu thereof “$34,300.” 
Page 13, line 17, delete “$133,400” and insert in lieu thereof “$200,000.” 
Page 14, line 6, delete “$800” and insert in lieu thereof “$1,200.” 

Page 14, line 17, delete “$79,865” and insert in lieu thereof “$119,800.” 
Page 14, line 23, delete “$140,700” and insert in lieu thereof “$211,300.’ 
Page 15, line 6, delete “$24,600” and insert in lieu thereof “$36,900.” 
Page 15, line 14, delete “$88,600” and insert in lieu thereof “$132,900.” 


Page 16, line 7, delete “$143,000” and insert in lieu thereof “$214,550.” 











(1954 House hearings; not mentioned) 


BUDGETARY DATA 
Not applicable. 


LEGISLATIVE 





HISTORY 


House Committee Report No. 276. Not mentioned. 







JUSTIFICATION OF 





THE AMENDMENTS 


Although no mention was made in the committee report as was the case with 
respect to the report on the 1953 bill, specific limitations were again made in 
each appropriation item which involves travel, and these limitations were uni 
formly set at only two-thirds of the amounts set forth for that purpose in the 
budget estimates for the respective items. As the percentage cut in travel was 
uniform across-the-board, this appeal is directed across-the-board without sin 
gling out each item for separate discussion. 

Fundamentally, program operations of GSA are geographically distributed 
throughout the United States with operating responsibility drawn together into 
10 regional headquarters under the general direction and supervision of a central 
office. Adequate administrative and supervisory travel between the several 
offices is essential and, since a substantial part of the program operations is out 
lying from the respective regional headquarters and can only be accomplished 
on site, it involves operational travel of inspectors, working supervisors, auditors, 
engineers, etc. Also travel is used as an economy measure in connection with 
many GSA operations. Instead of stationing employees at many outlying loca 
tions where inspections or other operations must be performed, but which do not 
require the full time of an employee at the location, it is more economical for 
one employee to cover several such locations by travel. 

A reduction in travel will mean that in many cases essential work just simply 
will not be performed and services for which GSA is responsible will be adversely 
affected. 

The proposed amendments would restore the travel limitations to the amounts 
set forth for the expense of travel in the budget estimates of the respective items. 

Senator SaLttonstaL,. Have you got anything additional to say in 
connection with the travel amendment ? 

Mr. Fores. Nothing, except this: We try to control travel expendi- 
tures very carefully. 

Senator Satronstau.. Are all the requested estimates for travel, the 
budget estimates, provided ¢ 

Mr. Forpes. Yes. 

Senator SavronstaLu. What you are asking is to go back to the 
revised budget estimates of the House cuts on travel ? 
Mr. Forses. That is correct. 

Senator SaALronsTaLi. Your reasons are given beluw ? 
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CONTROL OF TRAVEL EXPENDITURES 


Mr. Forses. That is right. We control the travel expenditures very 
closely in General Services Administration. It is not a question of 
people traveling around on joyrides; most of the trips are really very 
definitely in the interests of the taxpayers because if trips were not 
made, it would cost them more if employees were located permanently 
at a place instead of making an occasional trip to a site for inspection 
purposes or to clear up troubles. 


PURCHASE OF TYPEWRITERS 


Senator SattonstaLy. Mr. Forbes, our clerk calls my attention to 
the fact that for the first time on page 18 of the bill the House has 
added, in connection with the purchase of typewriting machines, 
et cetera, the words “State-Government” as well as Federal Govern 
ment. What is your opinion on that? 

Mr. Forses. Would it be agreeable if we supplied for the record a 
statement on that ¢ 

Senator SALTONSTALL. Yes. 

(The material referred to follows:) 

This amendment to the language was not sponsored by the General Services 
Administration and was apparently inserted in the House bill after testimony by 
a representative of the National Association of State Purchasing Officials. 

The testimony presented by him to the committee is to the effect that the 
present law results in State governments having to pay more than if they were 
classified in the same category as the American National Red Cross. From this 
it follows that the proposed language, if enacted into law, will benefit the State 
governments without causing an increase in prices to the Federal Government 
Hence the General Services Administration has no objection to the proposed 
language change. 


Senator SauronsTAuu. A letter from Senator Purtell and statements 
that have been received on this same subject will also be placed i 
the record. 

(The letter referred to follows :) 


COMMITTEE ON LABOR AND PUBLIC WELFARE, 
April 27, 1958. 
Senator SryLes BripGes, 
Chairman, Appropriations Committee, 
United States Senate, Washington, D. ( 

DEAR SENATOR Bripces: I understand that your committee is presently consid- 
ering the independent offices appropriations bill, H. R. 4663, and that hearings 
on this measure have been completed. Therefore, I am writing this letter and 
urge that it be included in the record of your hearings and that members of your 
committee may consent to this request. 

I understand that for many years now, the maximum price that the United 
States Government has been willing to pay for typewriters has been fixed by 
an act of Congress. Since 1949 the price provision has been included in the 
appropriations bill on a flexible basis; i. e., the Government limits the price an 
agency can pay to one that is no higher than 90 percent of that tendered the 
most favored customer. Two exceptions heretofore, have been made, one in the 
case of the Red Cross, and the other in the case of educational institutions. 

This year, in the House bill, these exceptions have been broadened to include 
State governments. It is this broadening of the base of people who are allowed 
to receive Government price, by implication, to which the typewriter industry of 
Connecticut takes exception. 

The typewriter business is a very important industry in the State of Connect- 
icut. In the Hartford area there are approximately 12,000 workers. The 
industry’s ability to maintain these workers in constant employment depends 
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to a very large extent upon its ability to obtain a fair average price for its 
products. It is felt that if this bill is permitted to stand as it is, the Federal 
Government is taking a position which by implication will weaken the industry’s 
price structure and also weaken the heretofore position that the Federal Gov 
ernment has enjoyed in connection with purchase of typewriters. 

It seems apparent also that when the members of the House committee con- 
sidered this bill, it was completely overlooked that the State governments are 
not now required to pay excise tax when they buy typewriters, whereas depart- 
ments of the Federal Government are obliged to do so—so that the States are 
already enjoying almost as good a price as Government departments and cer- 
tainly a better price than our most favored customer. To give them equal status 
with Government departments would mean that they would, in fact, be paying 
a much lower price than a Government agency. 

Furthermore, I believe that you will agree it is poor legislation to include in 
an appropriation bill a provision which seeks to grant special status to special 
customers of a private concern. Such legislation introduces an entirely extrane 
ous element into an appropriations bill and establishes a precedent that could 
lead to an even broader interference with private enterprise. 

I understand that State governments included on page 18, lines 8 and 9, of 
H. R. 4663 is a result of a request made by the National Association of State 
Vurchasing Officials. Further, | am informed that this association has submitted 
a statement to your committee urging that the Senate take like action. I hope, 
for the reasons listed above that the Senate will not include State governments 
under the most favored customer provision of the bill. 

Sincerely yours, 
WILLIAM A. PURTELL, 
United States Senator. 


STATEMENT BY THE NATIONAL ASSOCIATION OF STATE PURCHASING OFFICIALS 


The Independent Offices Appropriation Act, 1953 (Public Law 455, 82d 
Cong., 2d sess.), makes the following provision for the purchase of typewriting 
machines : 

“During the current fiscal year, no part of any money appropriated in this 
or any other Act shall be used during any quarter of such fiscal year to pur 
chase within the continental limits of the United States typewriting machines 
(except bookkeeping and billing machines) at a price which exceeds 90 per 
centum of the lowest net cash price, plus applicable Federal excise taxes, accorded 
the most-favored customer (other than the Government, the American National 
Red Cross, and the purchasers of typewriting machines for educational purposes 
only) of the manufacturer of such machines during the six-month period imme- 
diately preceding such quarter: Provided, That the purchase, utilization, and 
disposal of typewriting machines shall be performed in accordance with the pro 
visions of the Federal Property and Administrative Services Act of 1949, as 
amended.” 

The National Association of State Purchasing Officials requests the committee 
to give favorable consideration to the inclusion of the governments of the several 
States in the exempt classification along with the Federal Government, the 
American National Red Cross, and the purchasers of typewriting machines for 
educational purposes. The association requests that this paragraph of the Inde- 
pendent Offices Appropriation Act for fiscal year 1954 include the words ‘‘the 
governments of the several States,” immediately following the comma after the 
word “Cross” 

If this is done, the State purchasing officials are confident that it will be 
possible for them to purchase typewriting machines more effectively, resulting 
in a saving to the taxpayers of their respective States of many thousands of 
dollars annually. 


STATEMENT BY FRANKLYN A. ADAMS, PURCHASING AGENT OF THE STATE OF RHODE 
ISLAND, REPRESENTING THE NATIONAL ASSOCIATION OF STATE PURCHASING 
OFFICIALS 


Mr. Chairman and gentlemen of the subcommittee, my name is John P. Jaworski 
and I am purchasing officer of the State of Rhode Island. It is my honor to pre- 
sent the statement of Franklyn A. Adams, purchasing agent of the State of Rhode 
Island, on behalf of the National Association of State Purchasing Officials. 
Briefly, our association, organized in 1947, has a membership of representatives 
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from the 48 States; its secretariat is the Council of State Governments, and it 
has for its objectives the promotion of cooperation for more efficient exercise of 
State purchasing and for greater efficiency in administration. 

At its annual meeting in 1952 our association had on its agenda an open dis 
cussion of the purchase of typewriting machines and the effect the Independent 
Offices Appropriation Act of 1953 and other years has on procurement by the 
State governments. Representation from 30 States at this national meeting gave 
full oppertunity for a wide-range territorial exchange of experiences. As a 
result it was considered advisable that an expression of their ideas be presented 
to this committee. This opportunity today is eppreciated, and our association 
offers full thanks to all who contributed to make it possible 

There is one request, and only one, which the National Association of State 
Purchasing Officials is presenting to the committee for consideration. This 
request is the inclusion of the State governments in the exempt category in the 
Independent Offices Appropriation Act of 1954 (the status now given to the 
Red Cross and educational users) as it applies to the General Services Admin 
istration in its purchase of typewriters for each fiscal year. The effect of 
including the State governments in the exempt category evidently implies a 
variety of meanings, as has been borne out in replies from correspondence to 
Congressmen on this subject. First of all this exemption of the States will not 
set a maximum price any of the 48 States will pay for typewriters, as the appro 
priations act now does for the Federal Government; second, it will not enable 
the States to secure as low a price as the Federal Government, since even their 
combined volume is approximately one-quarter the amount of Federal require 
ments; third, it will not change the effect or intent of the language in this act 
It will, however, serve to exclude the prices of typewriters to the State govern 
ments from consideration when determining the “most favored” customer’s 
lowest net cash price and in this way encourage typewriting companies to bid 
to the States according to the volume and competition that prevails. 

It is our feeling that without this exemption this appropriation act does 
set a minimum price the State governments may expect to pay in the purchase 
of all typewriting machines. This realization is not in any sense a new one but 
actually has been experienced for years past For example, in 1950 our asso 
ciation compiled for price comparison a number of commodities considered in 
common usage in all States and at the same time, competitive enough to promote 
constructive concern over purchasing methods, specifications, ete., if price varia 
tions among States were too apparent. This list of commodities was circularized 
to all States, the prices received were tabulated by the secretariat, the Council 
of State Governments, and distributed to all members. By properly evaluating 
the results in terms of volume purchased, transportation charge variations, the 
qualities involved, and other pertinent factors, the information proved helpfu 
in pointing up situations which sometimes only a fresh outlook can bring to light 

One of the items selected for price comparison in 1950 was the 11-inch standard 
typewriting machine. The consistency of the same price throughout the entire 
tabulation of the States, regardless of the quantity purchased, could not 
overlooked. A more commonly used item for competition could not have been 
chosen and the results reflect but one thing—influences other than those normally 
expected in open markets could not be overcome by normal purchasing procedures 

At our association meeting in 1952, it was my pleasure to serve on the Com 
mittee on Comparative Price Survey which has as its primary function the 
selection of commodities considered common to most States or the rejection of 
formerly used items not suitable for constructive comparison. Among other 
items, the typewriting machine was excluded from this survey listing since 
was generally acknowledged that prices could not be improved upon by the States 
without first seeking to correct the medium which influenced it. 

It is a decision of convincing cash-out-of-the-pocket weight for typewriting 
companies to allow discounts on sales to the State governments commensurate 
with the volume purchased. If as little as $1 per machine is allowed the States 
below the now-established price, it would mean a reduction in price to the Federa 
Governinent of approximately $160,000, since each of the 4 major companies 
has a yearly contract for approximately 40,000 machines. With multiples of 
this figure as the most important factor in purchaser-vendor negotiation, the 
obstacle for securing the best bargain for the State is practically insurmountable 

Just how would the inclusion of the State governments in the category exempt 
from being considered in the “most favored” customer price grouping tend to 
aid the States? 


be 
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Based on current selling methods of major typewriting companies, the answer 
is fairly simple. All companies use one discount for their “most favored” cus- 
tomers, i. e., $20 discount off price list. It is on this net figure that the Federal 
Government will pay a maximum of 90 percent. To qualify for this $20 discount, 
a buyer simply contracts to purchase a minimum of 5 machines in 1 single 
purchase, or a minimum of 10 machines in 1 year. No matter what the volume 
any State desires to contract for during the year, the price is the same for that 
State as it is with any purchaser buying the minimum number of machines. 
However, by placing the State governments in the exempt category, prices quoted 
to them will not be used in determining the net prices paid by the “most favored” 
customers from which Federal contraet prices of a maximum of 90 percent is 
computed. In this way, each State has the opportunity to purchase typewriters 
on a competitive basis with its own volume a factor for procurement as in normal 
purchasing operations. 

In assembling facts for presentation to this committee, the best available 
information ascertainable as to why the adoption of the existing provisions of 
the 90-percent maximum price the Federal Government will pay for typewriters 
apparently stemmed from a paradoxical situation whereby very low prices were 
paid for machines by smaller volume purchasers when compared with those paid 
hy the Federal Government despite its tremendous volume. If this reason is 
basically correct, a similar situation now exists with the State governments 
whose aggregate purchases of typewriting machines is next to the Federal Gov- 
ernment in volume, yet a buyer of a considerably smaller number of machines 
can, and does, buy at the same figure as the smallest or largest State. 

The National Association of State Purchasing Officials sincerely hopes serious 
consideration will be given to the State governments in placing them in the 
exempt category, along with the Red Cross and educational users, in the Inde- 
pendent Offices Appropriation Act of 1954—a consideration which will aid in the 
fulfillment of our association’s sole purpose for organization, to exercise greater 
efficiency in its public trust in the expenditure of public funds. 

Thank you very much for the attention the committee has given me, 


Senator SauronsTau. If there is nothing more, we will recess until 


2 p. m. tomorrow. 
(Whereupon, at 4: 40 p. m. Tuesday, April 21, 1953, the committee 
recessed to reconvene at 2 p. m. Thursday, April 28, 1953.) 
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THURSDAY, APRIL 23, 1953 


Unrrep STates SENATE, 
SUBCOMMITTER OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, ey Gy: 

The subeommittee met at 2 p. mi., pursuant to recess, in room 212. 
Senate Office Building, Hon. Leverett Saltonstall (chairman of the 
subcommittee) presiding. 

Present: Senators Saltonstall, Dirksen, Maybank, Ellender, Rob- 
ertson, and Magnuson. 


FEDERAL COMMUNICATIONS COMMISSION 


STATEMENTS OF ROSEL H. HYDE, CHAIRMAN; PAUL A. WALKER, 
COMMISSIONER; E. M. WEBSTER, COMMISSIONER; GEORGE E. 
STERLING, COMMISSIONER; FRIEDA B. HENNOCK, COMMIS- 
SIONER; ROBERT T. BARTLEY, COMMISSIONER; JOHN C. DOER- 
FER, COMMISSIONER ; EDWARD W. ALLEN, JR., CHIEF ENGINEER ; 
WILLIAM J. NORFLEET, CHIEF ACCOUNTANT; DEE W. PINCOCK, 
ASSISTANT TO GENERAL COUNSEL; CURTIS M. BUSHNELL, ACT- 
ING CHIEF, COMMON CARRIER BUREAU; LESTER W. SPILLANE, 
ASSISTANT CHIEF, SAFETY AND SPECIAL RADIO SERVICES; 
JOSEPH W. KITTNER, ASSISTANT CHIEF, BROADCAST BUREAU; 
GEORGE S. TURNER, CHIEF, FIELD ENGINEERING AND MONITOR- 
ING BUREAU; AND ROBERT W. COX, EXECUTIVE OFFICER 


GENERAL STATEMENT 


Senator SALronstaty. The subcommittee will come to order. 

The first department for the committee to take up this afternoon 
is the Federal Communications Commission. Mr. Hyde is Chairman 
at the present. 

Mr. Hyde, will you sit up here ? 

In accordance with what we have been doing in this committee, 
with your permission, we will put into the record at this time the 
prepared statement of Paul A. Walker, the then Chairman. 

(The statement referred to follows :) 

FEDERAL COMMUNICATIONS COMMISSION, 
Washington, D. C., March 23, 1953. 
Hon. LEVERETT SALTONSTALL, 
Chairman, Subcommittee on Independent Offices Appropriations, 
Committee on Appropriations, United States Senate, Washington, D. C. 

Dear SENATOR SALTONSTALL: The Federal Communications Commission has 

received a letter from Mr. Joseph M. Dodge, Director of the Bureau of the 
185 
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Budget, stating that the 1954 budget estimates for the Commission have beer 
reviewed in the light of the administration’s stated policies and budget objectives 
and that the previously approved estimate of $8 million has been reduced ti 
$7,100,000 

Pursuant to Mr. Dodge’s instructions, the Commission has adjusted its esti 
mates accordingly, and are transmitting herewith 15 copies of the statement 
setting forth the revisions which I have today submitted to the House Appro 
priations Committee. 

If you desire any additional information, the Commission will be glad t 
furnish it. 

Sincerely yours, 
PAUL A. WALKER, Chairman. 

Enclosures. 

FEDERAL COMMUNICATIONS COMMISSION, 
Washington, D. C., March 28, 1958. 
Hon, Joun PHILLIPS, 
Chairman, Subcommittee on Independent Offices Appropriations, Commit 
tee on Appropriations, House of Representatives, Washington, D. C 

DeAR CONGRESSMAN PHILiips: The Federal Communications Commission has 
received a letter from Mr. Joseph M. Dodge, Director of the Bureau of the 
Budget, stating that the 1954 budget estimates for the Commission have been 
reviewed in the light of the administration’s stated policies and budget objectives 
and that the previously approved estimate of $8 million has been reduced ft: 
$7,100,000. This information is being transmitted to your committee in accord 
ance with Mr. Dodge’s instructions that the Commission adjust its figures a 
cordingly and present the revisions to the Appropriations Committees. 

The letter from Mr. Dodge also indicated that detailed information as to the 
reduction would be supplied by Budget Bureau staff. Accordingly, we discusse: 
the matter in considerable detail with the appropriate Budget Bureau examiners 
and were furnished detailed information on the reductions, the reasons therefor 
and, in some cases, the policy assumptions or opinions underlying the determi 
nations. 

The attached table indicates the changes made in the budget of the Federal 
Communications Commission pursuant to the revised allowance made by Budget 
Director Dodge. These changes are discussed in the following paragraphs. 

General.—The indicated general policy was (a) the overall budget of the 
Government must be reduced; (b) all agencies, including the Federal Communi 
cations Commission, would have to participate in this reduction; (¢) agencies 
performing functions similar to those of the Commission—i. e., the independent 
regulatory agencies—had been handled in such a manner as to produce the same 
impact across the board; and (d) the cuts were based on the opinion that in 
creased efficiency could be and must be obtained, but it was also recognized that 
services would have to be reduced and postponed. 

I. Common carrier activities.—In its review of the Commission’s 1954 pro 
gram, the Bureau of the Budget made no reduction in common carrier activities— 
hence no change is proposed by the Commission. The Budget Bureau felt that 
this activity had been reduced so substantially over the past few years and 
that the problems in this area had become so acute that the budgeted amounts 
previously submitted should be permitted to stand. The Commission believes 
that spending reasonably adequate funds in common carrier regulation is one 
of the best investments of public funds from a practical dollar-and-cents point 
of view. Even with the budgeted amounts the Commission will be able to do 
only a minimum job in this field. 

II. Applied technical research and frequency allocation.—The revised budget 
allowance contemplates a reduction in average employment from 81.8 to 65.0 
in this activity. The Bureau of the Budget made a general reduction in this 
overall area of the Commission’s activity but did not indicate the specific areas, 
activities, or projects which should be curtailed. The Commission has not as 
yet been able to make a detailed distribution of this overall cut. However, since 
a considerable part of the manpower utilized here must be devoted to relatively 
less flexible activities such as type approval of equipment, frequency registra 
tion and notification, and work in connection with applications, it is obvious 
that the cut will have to be taken in more general projects which had been planned 
because of their long-range value and need. It has been the Commission’s view 
that these basic matters offer the best value for effort expended over the long 
run but short-range economy requirements make it necessary to devote the small 
force available to the more current and immediate requirements. 
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IlI. Field engineering and monitoring activities.—A reduction of 40.9 in aver- 
age employment for this activity was made by the Bureau of the Budget. This 
eduction ig intended to hold the staff at approximately the 1953 level. It was 
the opinion of the Bureau of the Budget that the two new monitoring stations 
should be deleted, and that the replacement of a considerable amount of obso 
ete technical equipraent provided by the original allowance could be postponed 
for the present. Also, it was suggested that tae original manpower allowancs 
for ship inspections should be reduced by 50 percent, and that some decrease 
should be made in the manpower allocated to the operator examination activity 

The reduction in the budget for ship inspections was based on the policy opinion 
by the Budget Bureau that the Commission should cut back its inspection program 
to once-a-year for cargo vessels and twice-a-year for passenger ship radio sta 
tions. The Commission's present aim is monthly inspections for passenger ships 
and quarterly for cargo vessels; this goal is not attained, however, because of 
current budgetary limitations. It is the Budget Bureau's position that operators 
and insurance companies can and should assume greater responsibility in these 
matters and that the Commission should seek other ways of attaining complian 
with laws, such as certifications, bonds, ete 

IV. Safety and Special Radio Services (Fire, Police, Marine, Aviation, Indus 
trial, etc.).—The Budget Bureau review of this activity resulted in a reduction 
in average employment of 20.0 below the original budget for 1954. This cut 
leaves the staff handling applications at the 1953 level rhe Budget Bureau is 
of the opinion that the Commission's estimate of application receipts in 1954 is 
high and that the predicted productivity figures can be increased. What the 
application load will turn out to be is, of course, at this time conjectural; it 
is simply a matter of making the best possible prediction Che Commission wi 
do all it can to achieve maximum possible productivity in the processing of these 
applications. In light of all considerations, however, the Commission believes it 
probable that the application backlog will be considerably larger at the end of 
1954 than at the beginning of the year. 

V. Broadcast Activitics—The manpower originally budgeted for this activity 
was reduced by the Budget Bureau from 276.5 to 256.5 i 
in average employment was made on the policy assumption that backlogs will be 
permitted to increase in the Standard Broadcast (AM) service, or that produ 
tivity in this service might be increased, and that work in connection with 


his reduction of 20.0 


renewal and transfer and assignment applications might be further streamlined 
to achieve greater productivity. The proposed network study was eliminated 
entirely; this study was to gather and analyze facts concerning network opera 
tions with special attention to the matter of network-station relationships. N« 
cut was made in either television (TV) or frequency modulation (FM) activities 

VI. Erecutive, Staff, and Service Activities—The original 1954 Budget for 
these activities provided an average employment of 243.6. The revised Budget 
provides only 223.6, a decrease of 20 to be distributed among these offices a 
activities. 

VII. “Other Objects.’—In total, these items were reduced $287,000 by the 
Budget Bureau. The following schedule shows original and revised allowances 


Travel 

rransportation of things 
Communication services 
Rents and utilities 
Printing and reproductior 
Other contractual services 
Supplies and materials 
Equipment 

Land . nd structures 


T. tal 


The general reduction in program activity made by the Bureau of the Budget, 


through reductions in budgeted staff, requires, of course, corresponding redu 
tions in “other objects” such as travel, transportation of things, other contractual 
services, and supplies and materials. The above schedule reflects these reduc 
tions. It will be noted that in some cases the cuts are more than proportion 
ate; in other cases such as rents and communications the cuts could not be s« 
large, 
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The cut in printing and reproduction eliminates the allowance for printing 
F. C. C. Reports in 1954. The reduction in equipment is caused by the eli 
nation of the two new monitoring stations and the decision to curtail the equi 
ment replacement program of the Field Engineering and Monitoring Bureau 
Elimination of the two new stations also reduces the land and structure require 
ment by $75,000. 

The above paragraphs and the attached table set forth the revisions in the 
Commission’s 1954 Budget pursuant to the determination by Budget Director 
Dodge transmitted to the Commission on March 16, 1953. If you desire addi 
tional information, the Commission will be glad to supply it. 


By direction of the Commission. 
PauL A. WALKER, Chairma? 
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Federal Communications Commission Comparison of Dodge budget and allowance 
by House \ppropriations Committee 


STATEMENT OF RoseL H. Hyper, CHAIRMAN OF TIT 
FEDERAL COMMUNICATIONS COMMISSION 


Mr. Chairman and members of the committee, may I thank you for 
this opportunity to discuss with you the program, accomplishments, problems 
workloads, plans, and budgetary needs of the Federal Communications Com 
mission for the coming fiscal year. 

I believe it is customary to open a presentation of this kind by giving in some 
detail the functions and activities of the agency. However, unless the com 
mittee desires that I do so, I shall limit the purely descriptive part of my pres 
entation very severely so that we may devote as much time as possible to matters 
bearing more directly upon the budgetary situation I am sure that the com 
mittee is already well informed as to the Commission’s major functions and 
activities. Then, too, the budget justification which we transmitted to you 2 
months ago covers the matter in detail and in that connection I would cite es 
pecially the 32-page summary in that document 

Although I want to limit this phase of my statement, I do think it desirable 
to outline the Commission’s program. As you know, the Federal Communica 
tions Commission, pursuant to specific law, performs the following functions 
(1) The regulation of communications Common carriers (2) The licensing and 
regulation of radio broadcasting stations which include standard broadcast o1 
AM, frequency modulation or FM, and television or TV (3) The licensing and 
regulation of users of radio in the safety and special radio services, which in 
clude aviation, marine, industrial, fire, police. (4) Allocation of the radio spec 
trum to services and uses. (5) Research, testing, and devolpmental operations 
in the various radio fields. And (6), policing and service operations which 
facilitate and aid regulation and which provide important collateral services 
such as aid to lost aircraft, inspections of radio on marine vessels, and inter 
ference reduction 

Mr. Chairman, as I indicated above, the program conducted by the Federa 
(ommunications Commission is directed by law. The Commission was estab 
lished by the Congress in 1934 to carry out specific and definite responsibilities 
placed on it by the same act and subsequent enactments. The entire program 
of work financed by the budget before you rests directly on that law and the re 
sponsibilities placed on the Commission by the Congress. And not only are 
the programs of the Commission specifically established by law, but a very 
considerable part of our activities and operations are the direct result of law, such 
as the provisions of the Administrative Procedures Act, which govern the pro 
cedures of the regulatory agencies of the Government 
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At the outset, let me say that the Commission is fully aware of the fact that 
the request you have before you calls for an increase in appropriations and 
staff for the Commission in the next fiscal year. This was true of the budget 
sent up by the President and is true of the House bill, which allowed the full 
amount requested by the revised budget. The Commission is also aware of the 
fact that it is the policy of the President and of the Congress to pare expenses 
of Government to the minimum consistent with wise and prudent national policy. 
It is our firm conviction and we believe that objective appraisal of all the facts 
must lead to the conclusion that investment of adequate funds in appropriations 
for the Commission to permit prompt and effective administration of its im 
portant responsibilities would be a wise investment 

The programs administered by the Federal Commuications Commission are 
extremely important to the economic life of the United States. A healthy and 
effective communications system, including the common carriers and the safety 
and special uses, is vital. The broadcasting industry is a dynamic part of our 
national life, both socially and economically. An effective Commission can be 
of great value in aiding and guiding devolpments in these extremely important 
areas of the economy. 

I believe it will be granted by everyone that it is essential that the Commis 
sion have adequate staff to perform its basic functions properly. I also believe 
that the facts will fully support the statement that it is equally important that 
the Commission have adequate staff to handle its workloads promptly. Any 
businessman knows that time is an important factor in economic cost. Delay in 
the handling of the Commission’s work means delay to applicants; this means 
economic loss to those suffering the delay and, consequently, to our economy 
Yet we have substantial and increasing backlogs of pending applications which 
have accumulated simply because we do not have enough staff to get out the work 
promptly. We believe that it would be good business judgment from a cold dol 
lar-and-cents point of view to give the Commission adequate funds and staff to 
handle its workloads without excessive delays. 

In this connection, I would like to describe the nature of the Commission’s 
workloads and to point out to you the effect of these characteristics on our 
budgetary problems. A most important characteristic of our workloads and pro- 
gram problems is the fact that, generally speaking, they arise from factors out 
side the control of the Commission. The applications which the Commission 
processes are filed by applicants whenever they care to do so; the volume of such 
filings is to a large degree not controllable by the Commission after the service 
has been established and the processing procedures fixed. It is true, of course, 
that delay in promulgating or modernizing rules and the piling up of tremendous 
and growing backlogs have an inhibiting effect on the filing of applications, but 
the Commission does not have authority nor does it consider it good policy to 
deliberately deny valuable uses or to discourage filings of applications by failure 
to process them properly and expeditiously. 

The Commission must perform many ancillary activities as a result of the 
primary responsibility of licensing and regulating stations in the public interest 
For example, stations must be inspected ; the radio spectrum must be monitored ; 
unlicensed users of frequencies must be located; and it must be determined 
whether licensed stations are operating in accordance with their licenses It 
will be noted that these activities also are substantially outside the control of 
the Commission in that the volume of work to be handled varies with the number 
of applications and outstanding licenses. 

In the field of common-carrier regulation, the Commission’s workloads are 
controlled by requests for increases and decreases in service and rates, by tariff 
filings, by complaints, and by similar factors. Here, as in the other fields, the 
Commission is not engaging in activities which are readily subject to expanison 
and contraction at the direction or desire of the Commission, but is trying to 
handle with facilities available workloads brought to it as a result of functions 
specifically assigned by the Congress. 

Now, against this background, let me review briefly what has been happening 
to our budget and appropriations in the last 5 years. On June 30, 1948, the Com 
mission had a staff of 1,380 employees. At that time there were 130,859 radio 
stations in operation and during the year ended on that date 105,162 applications 
for new or improved facilities or for renewal of existing licenses had been 
filed with the Commission. By December 30, 1952, or 41%4 years later, the Com 
mission’s staff had been reduced by almost 25 percent to 1,048 employees. Yet 
during this period the number of radio stations over which the Commission ex 
ercises supervision had risen to 232,674—a 78 percent increase while the number 

832743—53——-13 
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of applications filed with the Commission durin g1952 had risen to 150,557—48 
percent more than the number which the much larger Commission staff had been 
called upon to process 44%, years earlier. The figure may amaze you but the 
number of licenses and permits supervised by the Commission now exceeds 1 
million. 

The big point is this—during the past 5 years the staff of the Commission has 
been steadily reduced, while the industry over which the Commission has 
regulatory control, and consequently the Commission's problems and workloads, 
have been expanding and increasing rapidly in both volume and complexity. 

Now, if I may, I would like to outline briefly the budget for 1954 for the 
Federal Communications Commission which you have before you for considera 
tion and action 

A month or so ago, after a thorough appraisal of our program, workloads, and 
estimated budget requirements, Budget Director Dodge determined that the 
President’s 1954 budget should call for $7,100,000 for our Commission. Pursuant 
to this determination we prepared and transmitted to the Congress the best 
distribution we could make of this amount in light of relative problems and 
workloads and Budget Bureau policy assumptions and predictions. Then last 
Friday the House Appropriations Committee made its report which provides 
as follows: The full amount requested $7,100,000, was allowed. Minimum 
amounts were set up in the bill for television application work and for safety 
and special radio services, which minimums total $429,000 more than the 
amounts for these two purposes in the budget approved by Budget Director 
Ihodge. Asa result of these 2 factors, 1, holding the total to the same figure, 
$7,100,000, and 2, giving $429,000 more to 2 component parts of the total, it is 
obvious that the amount available for the Commission’s other responsibilities 
must be reduced by that amount. And here is where we have our trouble with 
the House committee allowance. If the Congress desires to make more money 
available for television work and for the safety and special radio services in 
order to cut down on backlogs which have become too large, that is a sound 
approach and we are prepared to endorse it heartily. But we do not believe 
that such increases should be made at the expense of other necessary and 
equally valuable functions such as common-carrier regulation. We do not see 
the logic of eutting other functions by exactly the same amounts as the increases 
allowed for the other two services. The fact that more money and manpower can 
and should be spent on television-application processing does not seem to be 
a reason why common-carrier work should be cut at all, and certainly not neces 
sarily by the same amount as the TV increase. 

It is our purpose to demonstrate to you that the Commission should be given 
the amounts carried in the $7,100,000 so-called Dodge budget for all of our fune 
tions and programs, and at this point I would like to insert in the record a 
summary table comparing the Dodge budget request and the House allowance. 


Federal Communications Commission comparison of Dodae budget and allowance 
by House Appropriations Committee 


1954 budget Committee allowance 


By object and activity A neato aie 


employ- | Amount | employ 
ment ment 


. Personal services 
Common carrier 120.9 $758, 351 $701, 410 
Applied technical research and frequency allocation 65.0 360, 000 332, 698 
Field engineering and monitoring 370.0 2, 002, 349 : ‘ 1, 89, 002 
Safety and special radio services 111.8 596, 000 809, 271 
Broadeast TV 120.0 718, 496 A. f 035, OM 
Other 136. 5 776, 504 ; 718, 200 
Total, broadcast 256. 5 495, 000 282 1, 643, 209 
VI. Executive, Staff, and service 223. 6 210, 000 206.8 1,119, 148 


Total personal services , 147 5, 421, 700 
Other objects 683, 600 


Total obligations , 105, 300 
Less reimbursements : —5, 300 


Tota appropriation , 100, 000 
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Now, with that background, I would like to discuss briefly each of the Commis 
sion’s major activities, 

In the common carrier field the Commission regulates the public utility com 
panies that provide interstate and international tele, hone and telegraph services 
to the public. Since the Bell Telephone System provides practically all of this 
telephone service and Western Union provides practically all of the domestic 
telegraph service, these two companies have virtual monopolies in these fields 
The Commission, though its regulation, is responsibile for insuring that the 
public is furnished adequate service at reasonable rates. At the same time, 
the Commission must promote policies and practices to maintain a healthy and 
financially sound communications industry. 

I think it worthy of note that the public is now paying over $1 billion a year 
for services rendered by the companies engaged in interstate and international 
communications and that the $758,351 requested in the Dodge budget for com 
mon-earrier regulation for an entire year is equal to only one-quarter of the 
amount the public pays in a single day for these services. 

The industry regulated by the Commission is growing rapidly, new communica 
tion services are being developed, and economic conditions in general are causing 
an increase in regulatory problems. In contrast, because of declining budgets, 
the staff devoted to common carrier activities has been reduced each year, from 
an average employment of 161.4 in 1950 to 108.9 in 1953. The budget recom- 
mended by Budget Director Dodge and the President would permit the filling 
of some badly needed positions by providing funds to finance an average em- 
ployment of 120.9 in 1954. 

Under the House allowance we estimate that we could finance an average 
staff of approximately 111 in 1954. This is substantially the same staff as we 
have in 1953 and would force us to fall still further behind in this vital area of 
our responsibility. We repeat our firm belief that it is not in the interest of the 
rate-paying public to continue to deny to the Commission the staff required to 
do a good job of common-carrier regulation. Every additional dollar invested 
by the public in regulation should be returned many times over in lower rates 
or better service. The importance of adequate regulation can be illustrated by 
the fact that a 1-percent overstatement in operating expenses applicable to inter 
state telephone service in a rate proceeding would affect the public’s telephone 
bili by $9 million a vear. 

I would next like to talk briefly about our applied technical research, fre 
queney allocations, and treaty activities. One of the basic responsibilities of the 
Commission in administering the Communications Act, and a direct and specific 
responsibility assigned by that act, is to regulate the use of the radio spectrum 
to insure that this limited resource is used most effectively in the public interest 
This involves processes or procedures generally referred to as frequency alloca 
tion. More specifically, frequency allocation is the distribution of frequencies 
and bands of frequencies for use by the various radio services. One of the 
Commission’s principal objectives is to provide for the orderly and economical 
use of the radio spectrum so that the maximum number of radio stations and 
services can be authorized without damaging interference to other authorized 
users. Future growth and development of the art must be taken into considera- 
tion so that, as the demands for radio service grow in any one service, they can 
be accommodated with a minimum of impact or disruption on the other users 
of the radio spectrum. New developments and new needs must be anticipated 
and provisions made for their eventual use in the public interest. 

The Communications Act of 1954, as amended, makes the Commission respon 
sible for the allocation of frequencies to all non-Government radio services. 
The act also makes the President responsible for the assignment of frequencies 
to Government radio stations. It is obvious, of course, that the Commission 
must be concerned with Government as well as non-Government frequency re 
quirements since there is just one radio spectrum. 

The establishment of the Office of Telecommunications Adviser to the President 
has made it possible to coordinate with greater dispatch those broad frequency 
allocation problems which concern both Government and non-Government users 
of radio. Work and coordination with this Office enables the Commission to 
plan more effectively the use of non-Government radio in the public interest. 
Much work remains to be done in this area, more particularly, the maintenance 
of continuing studies of the relative needs of both Government and non-Govern- 
ment users of radio looking toward the development of more effective telecom- 
munications policies affecting the national interest. 





194 FIRST INDEPENDENT OFFICES APPROPRIATIONS. 1954 


sut the allocation of frequencies to particular services within the United States 
is not the whole story. Other countries of the world must be encouraged to make 
compatible allocations so that interference between stations in different coun- 
tries is held to a minimum. Some frequencies have properties permitting long- 
distance communication to all parts of the world; international agreement as to 
the use of these frequencies is essential. Of equal importance is the need for 
international agreement on the use of frequencies which are used for short 
distance communications along borders and by ships and aircraft in international 
commerce. 

In order that sound decisions with respect to the allocation of frequencies to 
the various radio services might be made, it is most essential that the Commis- 
sion be provided with complete factual information on radiowave propagation 
characteristics and on equipment capabilities and limitations. The soundness 
of the whole structure of radio regulation depends on the reliability of the engi 
neering principles upon which it is based. If the best possible allocations are not 
made because of lack of sufficient knowledge of the behavior of the frequencies or 
equipment, confusion and unsatisfactory service will follow and the utility of 
radio will materially suffer. 

As you know, new equipment and new uses for radio are being developed 
almost daily. The growth and future use of these developments depend to a 
very considerable extent on how quickly and how well the Commission is able 
to do its job. 

Karlier I stated that radio waves are capable of carrying signals around the 
world and are not limited by international borders. As a result of this fact, 
international conferences and agreements are absolutely necessary. No one 
country can possibly succeed in its telecommunications efforts without the co 
operation of other countries of the world. The most extensive frequency pro- 
gram in the history of radio is now being carried out under the terms of the 
agreement concluded at the Extraordinary Administrative Radio Conference of 
the International Telecommunications Union, Geneva (1951). This agreement 
has for its purpose the bringing into force of the Atlantic City Table of Frequency 
Allocations (1947) which is based largely on the United States proposal to that 
conference. The worldwide program in which all countries ontside the Iron 
Curtain now are engaged requires the clearance of new frequencies for the avia 
tion and marine services and the relocation of fixed (point-to-point) and short 
wave broadcasting stations now occupying the frequencies which will be assigned 
to aviation and marine. It is in the national interest of the United States to 
complete this program at the earliest possible date as there is no other way 
known by which frequency allocations, particularly in the portion of the spectrum 
eapable of long-distance transmissions, may be stabilized in such a way as to per 
mit the continuity, on an interference free basis, of those uses of radio which 
the United States considers essential. This program is the actual carrying out 
of the objective of section 1 of the Communications Act. Many other essential 
functions are carried out in this activity but I will not go into further detail 
unless, of course, the committee desires that Ido so. To cover this entire activity 
Rudget Director Dodge’s allowance contained funds to finance an average staff of 
(5. From the House allowance the best we could do would be 60, and we do 
not believe it possible to handle the most urgent work even on a minimum basis 
with a staff of such size. 

The third major function which I would like to highlight briefly is our field 
engineering and monitoring activity. One of our major responsibilities is to 
maintain law and order in the field of telecommunications. This applies not 
only to domestic operations but is even more important in the international 
field to prevent encroachment or interference with the rights of our licensees by 
signals from outside our borders. When you realize that there are hundreds 
of thousands of users of the radio spectrum, all of whom must be considered 
possible or potential trespassers upon the rights of others, you will appreciate 
the immensity of our monitoring and enforcement task. 

When the Commission grants an authorization, it stipulates that the station 
must operate in accordance with the specific conditions of its authorization with 
regard to frequency, time, power, system of modulation, band width, type of 
antenna, etc. The main purpose of the definitive authorization is twofold. 
First, to insure that the station provides the maximum service in the interest 
of the public and, second, to prevent or limit interference to other stations which 
hold authorizations, and especially to guard against interference to the impor- 
tant safety and special radio services and the millions of citizens who own and 
use radio and TV receivers. However, it *« not sufficient for this Commission to 
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merely write these special conditions on the various licenses it issues. Instead, 
it must also police the airways to insure thit licensees are complying with the 
specific provisions of their authorizations. This is accomplished by our engineer 
ing staff at monitoring stations making technical measurements and scientific 
determinations of the radio emissions of all classes of radio stations and by 
occasional on-the-spot inspections of the transmitters by the engineering stall 
of our field offices to determine directional antenna patterns, causes of inte! 
ference, ete. 

In addition to preserving law and order, which prevents interference and in 
creases the effectiveness of United States communications services, the Com 
mission’s field staff guards against loss of life and property by inspection of 
ship and aircraft stations, and by giving assistance to lost ships and planes 
through our direction-finding network. 

The Commission monitoring stations should be adequately staffed to detect 
and locate unlicensed and clandestine users of radio in violation of laws or 
against the interests of the United States from a security standpoint 

In our detailed budget justification which is now before you, we have stressed 
the need for an adequate staff to operate properly the existing field stations, 
especially those in Alaska. In this regard, the Commission has very recently 
received a classified communication from the Office of the Secretary of Defense, 
copies of which will be distributed a little later in this hearing. I believe that 
this letter will provide substantial support to our position with respect to this 
matter. 

In order to provide a minimum staff for our field offices and for 24-hour opera- 
tion of our monitoring network, we will require a total of 370 man-years, which 
was the figure for the Field Engineering and Monitoring Bureau as contained in 
the revised figures of the Bureau of the Budget. 

The House reduction in the staffs of the bureaus and staff offices, other than 
TV and safety and special services, leaves the Field Engineering and Monitor 
ing Bureau with a complement of 342.2 in 1954. This is simply not 


adequate 
to provide the full coverage required if we are to do the job which the law and 
our national interest demand of us. 

Safety and special radio services comprise the various uses of radio other 
than broadcast and other than the service which is rendered to the general 
public by common carriers. These safety and special services include marine 
aviation, police, forestry, public utility, railroad, taxicab, and a variety of in 
dustrial adaptations. They are employed by State and municipal governments 
for the protection of life and property. They are also licensed extensively to 
American industries which, in recent years, have adopted radiocommunication 
as an essential tool, enabling them to operate more safely, efficiently, and 
economically, thereby producing direct advantages which insure to the general 
public improved service or reduced costs. 

These benefits, coupled with equipment developments and broadening tech 
cal knowledge, have, since World War II, resulted in enormous growth in the 
safety and special services. The number of stations has increased from 92,000 
in 1946 to 227,000 in March 1953, and application filings from 86,000 in 1949 to 
148,000 in 1953 and to an estimated 170,000 in fiscal 1954. This expansion of de 
mand has occurred while the staff available for safety and special service work 
has declined from an average of 153 man-years in 1949 to 98 in fiscal 1953. The 
application backlog, 14,750 at the time of the hearings before the House Appro 
priations Committee, is now over 16,000 and is growing in number and complexity 
each month. 

To meet this growth with the manpower available we have leaned heavily on 
industry committees for frequency coordinating aid, have radically streamlined 
procedures, and have reduced the scope and content of applications to the bare 
minimum requisite under the statute. We are unable now to predict any further 
appreciable gain in productivity from such measures. In fact, there are ind 
cations that more rather than less care will be required in some of the industrial 
services to avoid unnecessary interference and conflicts among users. 

The realities of this growth strain the resources available to deal with it. The 
application volume is such that it can only be handled by grouping the various 
kinds of use into well defined, carefully planned service categories. This is 
necessary in order to permit standardized processing of individual cases and the 
rapidity of our processing is dependent upon it. We must, therefore, devote 
enough manpower to technical planning and rules work to provide clear, work 
able standards under which licensing may be carried on. Failure to do this 
would impede progress in the accommodation of new developments and extension 
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and modification of present uses. It would also inevital:ly necessitate individual 
handling of an excessive number of cases, defeating our end by. actually slowing 
application processing. A good example of this is afforded by the microwave 
developments now before us. This use, now greatly demanded for communica- 
tion along oil pipelines and for many other industrial purposes has been in a 
developmental stage while we were gathering data as to the size of demand 
involved and the technical and operating conditions encountered in actual opera- 
tion. We have had to handle these applications on a case to case basis during 
this period. The microwave problem has now matured to the point where it 
should be met by regular service provision, under which the time consuming 
individual application handling can be replaced by the standardized method 
employed in established services. Though this will be a complex task, we propose 
to go on with it as an essential means of facilitating our application processing. 

At the same time we face the fact of our growing backlog. We know that if 
that backlog is not kept under control, it will in itself breed special problems 
and demand for special treatments which often create more work than the situa- 
tions out of which they emerge. There is no cure for this problem except 
adequate rules planning and more staff. 

With the increased funds recommended by the House committee, under which 
a total of $809,274 would be provided for safety and special radio services, we 
would be able to get our backlog under control and undertake rules projects 
essential to the expeditious handling of applications, thereby putting ourselves 
in position to handle the continuing growth expected in these services. Without 
these increased funds the backlog of safety and special services applications can 
be expected to exceed 40,000 by the end of fiscal 1954, bringing with it processing 
delays averaging several months and reaching a year or more in hearing and 
other problem cases 

As you are aware, last July 1 we opened up the field of television after having 
had a 3-year freeze during which basic engineering and related problems were 
to be solved. Since that time we have had over 1,000 television applications filed 
with us and I am proud to be able to report that we have found it possible to 
authorize the construction of over 300 new television stations since last July. 
This has been accomplished by dint of particular effort on the part of the Com- 
mission and its staff and at a very real sacrifice in other Commission activities. 
We were of the firm conviction that the public interest urgently required that 
a nationwide competitive television service become available to the people of the 
United States at the earliest possible time. If you will review in your mind the 
significant impact of television on the thinking and viewpoints of the people of 
this country—if you will recall, for example, the effect of the televised United 
Nations sessions, the role of television at the recent national elections, the manner 
in which the recent imauguration activities were brought into the living, rooms 
of people all over this country, dramatizing in a way that could not possibly have 
been accomplished otherwise, the fact and strength of our gemocracy, I think you 
will agree that our decision was correct—that it is vitally important to make 
television possible on a national scale. 

Let me say a further word about what a television station means to a local 
community. We know something about the public need and demand for tele- 
vision service at the local level because experience shows that within 2 years 
after a station goes on the air the great majority of families in that community 
buy TV sets ranging in price from $200 to $400. This in turn creates business 
for the local retailer, the local radio serviceman, and the local public utility. 
The TV station is also helping local merchants by bringing to the community 
a new and very effective medium to stimulate the sale of their goods. More- 
over, the station which may have invested from one-quarter of a million to well 
over a million dollars in going on the air—and that means creating a market 
for manufacturers of towers, antennas, tubes, cameras, and all the other variety 
of equipment which goes to make up a station—is a going enterprise in the com- 
munity. It is a source of entertainment, news, and information—an outlet for 
local groups—a dramatic means of tying in that community with the national 
community. And the station is paying out annually anywhere from $200,000 
to over a million in wages and salaries to local technicians, salesmen, entertainers, 
and other station personnel as well as paying taxes of one form or another to the 
local, State, and Federal Governments. 

But, despite our prograss thus far we are for from accomplishing our goal 
of making possible a widespread competitive television service. And, we have 
run into a rather formidable obstacle. 
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About 2 out of every 3 applications fled with us for authority to con- 
struct new stations are in conflict with other applications. As a matter of law, 
we must select between conflicting applicants after a formal public hearing in 
which each applicant has had an opportunity to show why he should be pre- 
ferred over his competitor. The outcome of these hearings is, of course, of 
tremendous importance, not only to the general public but also to the particular 
applicants involved. And the applicants—many of them, big, powerful busi- 
ness organizations—are represented by highly expert legal and engineering and 
other talent. The hearings are necessarily protracted proceedings. We have 
taken a number of steps to reduce the length of these hearings—consistent with 
fairness to the parties and a proper regard for the public—and we may be able 
to accomplish still more in this direction. However, taking the most optimistic 
view of things, the fact is that we have hundreds of applications for new tele- 
vision stations backed up awaiting hearing. It will take us years to dispose of 
this backlog with our present limited hearing staff. What this means, to put 
it differently, is that many, many communities all over the country cannot get 
an extensive competitive television service until we can dispose of the large 
number of applications pending before us that are tied up in hearing. 

We have asked in this year’s budget for additional funds to be used in broad- 
casting primarily for the purpose of meeting this television hearing problem. We 
have asked for an increase in personnel from 61.5 to 107 for this work. I have been 
pleased to note that the House committee that heard us on this matter recognized 
the importance of the problem and recommended funds to permit an average 
employment of approximatety 156 for this purpose. In all frankness, I must 
recognize that the increase we requested as well as that recommended by the 
House is very substantial. And I can assure you that neither I nor my colleagues 
on the Commission would have had the nerve to come here asking for such an 
increase if we were not completely convinced that the proposed expenditure is 
entirely sound and necessary, taking into full account the importance of economy 
in Government operation. Even if we get every nickel that we have requested 
for our television-hearing work, and every nickel proposed by the House com- 
mittee, there will be still pending before us at the end of 1954 several hundred 
applications involved in hearing status. I point this out in order to make 
clear that the funds I am discussing will be only enough to make moderate 
progress in providing the people of the United States with television service 

As you have noticed, I have referred to only one of the many problems that 
we face in the field of broadcasting: that is, the matter of television hearings. 
In our budget request we have set out detailed information with respect to the 
other broadcasting work. I am prepared, of course, to answer or have answered 
any questions that you may wish to ask with respect to that work. As you 
know, this other activity includes the handling of hundreds of applications for 
AM and FM stations, for renewal of station licenses, and for authority to transfer 
control of stations to other parties. It also includes the very difficult work that 
goes into the formulation of basic policy which, primarily through our rules, 
provides the engineering and nonengineering framework necessary for the speedy 
consideration of applications. We are particularly concerned, for example, by 
the limitations that reduced appropriations impose in the field of policymaking. 
For, with sufficient staff to carefully review existing rules, we could remove 
many restrictions that may no longer be necessary in view of the progress that 
has occurred in the field, reducing the cost of our own operation and, at the same 
time, benefiting those who operate subject to our regulation. We could develop 
policies providing a better, more realistic assurance that individual station 
operators, who are legally responsible for their station operations, can better 
maintain that independence in working out their network relationships. And 
we could more effectively and speedily now consider the problems of new develop- 
ments, anything from color television to subscription radio and television, in 
order to make possible the sound rapid growth of the radio industry and the 
consequent benefits of such growth to the public. 


As you will note from our detailed budget justification, we are also 
asking for funds with which to finance a staff of 12.9 for the nonhearing 
work relating to TV applications. This compares with 21.5 for the 
current year. And we are asking for a staff of 136.5 for the fiscal year 
1954, compared to 111.6 for 1953, for our broadcasting work other than 
TV. I can tell you in complete candor and good conscience that it is 
my conviction, and the conviction of my colleagues, after an exhaustive 
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review of our budget request, that it is a conservative and, in fact, a 
minimum request for the broadcast operations that we must handle 
under the Communications Act. We urge this view on you with con- 
fidence that it can be fully sustained. 

The last activity for which “Personal services” funds are being re- 
quested is the “Executive, staff, and service” activity. Under this 
heading are included the Offices of the Commissioners, the Office of the 
Secretary, the Offices of the Chief Engineer, General Counsel, and 
Chief Accountant, and the Office of Administration, which includes our 
Personnel, Budget, Organization and Methods, and Service Division. 

For the Commissioners’ Offices, we requested the Congress to make 
available funds to finance the additional staff provided by the 1952 
amendments to the Communications Act. This legislation contem- 
plated adding an engineer, attorney, and a secretary to each Commis- 
sioner’s Office, plus an administrative assistant to the Chairman’s Office. 
It was intended by the Congress that these additions to the Commis- 
sioners’ Offices should provide the technical assistance which is vitally 
needed to help the Commissioners dispose of the tremendous amount of 
work placed upon them. In most cases the other units under this ac- 
tivity were held to the current level or decreased slightly in the budget 
year. 

As I say, the Dodge budget of $7,100,000 included the above items. 
The House allowance, which would force a cut in this group of items 
from a total of 223 to 206, does not include adequate funds to permit 
filling all these positions, at least not at the beginning of the year, and 
would cut too he avily into other necessary service and consolidated 
operations. 

In my remarks, Mr. Chairman, I have tried to outline the major 
problems facing the Commission, particularly those affecting the 
budgetary situation, and hope that I have succeeded in giving a sum- 
mary picture that will help you in determining the amount of money 
to be appropriated to the Commission for 1954. 

Senator Satronstatn. Senator Johnson is here and we would be 
glad, before questioning the Commission, to hear anything that Sen- 
ator Johnson might have to say. 


STATEMENT OF HON. EDWIN C. JOHNSON, UNITED STATES 
SENATOR FROM THE STATE OF COLORADO 


TELEVISION APPLICATIONS 


Senator Jonnson. Thank you, Mr. Chairman. That is very pleas- 
ing to me because I have an appointment with the Secretary of Agri- 
culture at 2:30 p.m. and I should like to take Senator Ellender along 
with me, but I guess T cannot take him away from this committee. 

On April 20, 1953, I wrote a letter to each of my colleagues in regard 
to the situation, as I understand it, in the Federal Communications 
Commission with respect to television applications. In that letter I 
went into the whole matter in considerable detail after long study and 
after thorough investigation and after exploring the situation fully 
and completely. I want to nut that statement in the record. 

Senator SarvronstarL. Without objection, that statement will be 
put in the record at this point; to wit, Senator Edwin Johnson’s letter 
of April 20, 1953, to Members of the Senate. 
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(The letter referred to follows :) 


UNITED States SENATE, 
COMMITTEE: ON INTERSTATE AND FOREIGN COMMERCE, 
April 20, 1953. 
To Members of the Senate: 

During the last session of Congress, I endeavored, with muderate success, to 
speed up action by the Federal Communications Commission on the avalanche 
of applications for television licenses caused by the lifting of the television freeze 
in July 1952. This freeze had been in effect since September 1948. 

On July 1, 1952, there were 15 States wholly without TV stations and 21 
States which had 2 or less stations. However, the Commission, in its TV alloea- 
tion plan of 1952, had assigned more than 2,000 TV channels to more than 1,200 
communities. This allocation was an invitation to citizens interested to file for a 
TV station. Accordingly, approximately 1,025 television applications or amend- 
ments to applications were filed following the lifting of the freeze. 

All these applications had to be heard by the FCC in accordance with the 
rules laid down by Congress in the Administrative Procedures Act. The FCC 
assigned the important task to examiners who sit in a quasi-judicial capacity 
to ascertain the fitness of the applicants and other pertinent facts with respect 
to all stations in which there is competition. But, despite the around-the-clock 
work of these examiners, not one final decision of a TV application has been 
issued in which a competitive hearing has been held. Mind you, this is since the 
Commission lifted its freeze and commenced processing applications in which 
there are two or more applicants for a license. 

An applicant for a TV station is compelled to keep liquid and idle the relatively 
huge sum of $300,000 to $500,000 for that day when he may be awarded a license. 
He can make no plans until he receives a decision, and perhaps after 2 to 5 years 
of fighting for a license his application will be rejected. But, even if he is granted 
a license, an outright death sentence in the beginning would have been far better 
for him than the long and expensive frustrating delay. Doubtless every Senator 
has received fervent pleas from some applicant begging assistance to expedite 
the processing of his TV application pending before the FCC. 

On July 1, 1952, the Commission had but seven examiners. These seven ex- 
aminers were used for all types of hearings before the Commission, most of them 
with respect to AM and FM radio, telephone, and telegraph problems. Based 
on their working record of the past few years, each examiner can handle from 
10 to 15 applications per year. 

After a most painstaking study of all the facts involved, I appeared before 
the Senate Appropriations Committee last year and urged them to give the FCC 
20 additional “examiner teams” for the next 2 years to clean up the TV logjam 
occasioned by the sudden lifting of the unfortunate freeze which had denied TV 
to most of the areas of the United States. I emphasized that, unless Congress 
acted, an unconscionable delay would be imposed upon four-fifths of the country. 
I pointed out that these proposed 20 teams could probably handle between 200 and 
300 hearings per year out of a probable 500 TV applications. But, unfortunately, 
funds were appropriated for only 6 additional “examiner teams” instead of the 
20 urged by me. So, as of now, there are only a total of 12 examiners to handle 
all the hearings on radio, telegraph, telephone, and television controversies and 
applications for licenses before the FCC. 

As of January 31, 1953, there were 870 AM, 189 FM, and 883 TV applications 
pending before the FCC. Some communities must wait years before TV will 
serve them if the present pace of the Commission is maintained. It will be 
impossible for 12 examiners to process these applications in less than 5 years. 
Will it be a community in your State that must wait 5 years for television? 

The competitive factor in communities having but one TV channel in operation 
was brought to light quite forcibly by the chairman of the FCC when he appeared 
before the House Appropriations Subcommittee on Independent Offices to testify 
in behalf of the Commission’s appropriation recently. He stated: 

“Taking the most optimistic view of things, the fact is that we have hundreds 
of applications for new TV stations backed up awaiting hearing. It will take 
years to dispose of this backlog with our present limited staff. What this means, 
to put it differently, is that many, many communities all over the country can- 
not get competitive service until we dispose of the applications pending before 
us that are tied up in hearing.” 

The Commission has indicated through its former chairman that it must have 
40 additional examiners along with certain lawyers, engineers, accountants, 
and clerks who form a team for a total of 279 employees. It suggested that it 
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could then clean up its present backlog of TV applications by the middle of 1954 
at a cost of approximately $1,600,000. 

This puts the delay squarely in the lap of Congress. Unless Congress appro- 
priates the funds for these 40 examiner teams, it must bear the brunt of severe 
and unwarranted injury to thousands of individuals and hundreds of ecommuni- 
ties. The FCC has lifted the freeze; but, unless Congress provides the person 
nel to hear and dispose of the backlog caused by the freeze, a new freeze will be 
imposed by Congress by neglecting to act. 

One of the paradoxical factors involved in this entire situation is that it will 
not cost the Government any more to hear these cases next year than it would 
cost to string them out over a period of 5 years; yet, the cost to the applicants for 
a 5-year delay would be unbearable. BEventually the money will be appropriated 
for hearings, so why not do it now, this year? No money will be saved by waiting. 
The bitterness and righteous indignation which will follow the failure of Congress 
to act in this emergency ought to be obvious. I repeat, the responsibility for such 
a stupid policy rests alone with Congress. 

Television is the finest media of comrounications ever to be conceived by man. 
It has already exerted a powerful cultural impact and influence on the American 
people second to none. That is evident to anyone familiar with this fantastic 
electronic marvel of the ages. Its benefits and values to the people far transcends 
the problem of whether the FCC is entitled to 12 examiners or 40 examiners. To 
delay its availability to some communities and give it to others is wrong, too. 
All should have it now. Television belongs to all of the people in all sections of 
the United States; in the rural areas as well as the cities; in the North as well 
as in the South; in the East as well as in the West. But, it can serve them only 
as Congress makes it possible for television licenses to be issued. 

No matter how sympathetic the Commission may be, no matter how desirous 
Congress may be, no matter how irate the long suffering public may become, one 
fact stands out crystal clear—the present personnel of the Commission is unable 
and will be unable to process the hundreds of applications now awaiting action 
until Congress votes an appropriation to finance hearings. Television belongs 
to the people and their welfare and not the happiness of the FCC is at stake. 

By an appropriation of $1,600,000, Congress can set in motion a chain reaction 
which, in 2 years’ time, will create billions of dollars in business. Applicants 
for TV stations stand ready to invest millions in building and equipping stations. 
There are approximately 23 million TV sets in use today. This figure can be 
doubled in the relatively short future and the investment in these sets will amount 
to $8 billion of new business. Thousands of people will be employed in their 
manufacture and hundreds of television jobbers, wholesalers, and retailers will 
enjoy a profitable business. The advertising campaigns over television will 
stimulate the sale daily of trainloads of manufactured products of every descrip- 
tion. 

May I quote former Chairman Walker of the Federal Communications Com- 
mission : 

“We know something about the public need and demand for TV service at the 
local level because experience shows that within 2 vears after a station goes on 
the air the great majority of families in that community buy TV sets ranging 
in price from $200 to $400. This in turn creates business for the local retailer, 
the local radio serviceman and the local public utility. 

“The TV station also is helping local merchants by bringing to the community 
a new and very effective medium to stimulate the sale of their goods. Moreover. 
the station which may have invested from one-quarter of a million to well over 
a million dollars in going on the air—and that means creating a market for 
manufacturers of towers, antennas, tubes. cameras, and all the other variety of 
equipment which goes to make up a station—is a going enterprise in the com- 
munity. It is a source of entertainment, news, and information—an outlet for 
local groups—a dramatic means of tying in that community with the national 
community. And the station is paying out annually anywhere from $200,000 to 
over a million in wages and salaries to local technicians, salesmen, entertainers, 
and other station personnel] as well as paying taxes in one form or another to 
the local, State, and Federal Governments.” 

Congress cannot escape its direct responsibility to make television available 
to all the people of our great country and it will bring down on its own head 
severe and unrelenting criticism unless it meets this challenge foursquare. This 
is not a time for sympathy and endless words; this is a time for action; this is 
a time for appropriating the money to finance the hearings required by law 
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before a TV license can be issued. In the public interest I feel impelled to bring 
this situation to your most earnest attention. 
Sincerely yours, 
EpwIn C. JOHNSON 


Senator Jonnson. There is not anything that I care to say beyond 
what is in that statement. I would be greatly pleased if the members 
of this committee would ask the representatives of the Federal Com 
munications Commission who are here as to some of the facts and 
figures which I have recited here, both as to their accuracy and as to 
whether the problem is as serious as I think it is. 


CONGRESSIONAL RESPONSIBILITY 


As I see it, Congress has a tremendous responsibility in getting these 
television applications taken care of and the licenses issues this year. 
We have noticed that some television stations have been sold up 
the millions of dollars, so a license is a very valuable concession and 
the applications for it must be handled promptly and with great care 
by experts in the public interest. 

As everybody on this committee knows, America suffered under a 
television freeze for a long time. That caused the backlog of tele 

vision applications. Now, these applications are going to have to 
be processed and awarded to persons fit and able to operate them. 
They are going to have to be handled in accordance with the Adminis- 
trative Procedures Act, too. It is not going to cost any more to 
process them in this 1 year of 1954 than to string them out over 5 years, 
If they are strung out over 5 years, it is going to cause great inco1 
venience and a terrific loss to people who are ambitious to have one 
of these licenses now. So what I am proposing here is not a recur- 
ring expenditure. About the only problem this committee has is 
whether to make the appropriation once and for all or whether to 
dabble along with it for 5 years and provoke and inconvenience people 
who are applying for television stations. 


NEEDED CAPITAL 


As the members of this committee know, when a person applies for 
a television station, he has to have available a relatively large sum 
of money in liquid state so that he can go ahead with his license if 
he is granted a license. It costs from $300,000 to $500,000 to build and 
equip a station and he has to keep that money available until his case 
is decided. Now, if it is delayed, it is going to work a great hardship 
onhim. But I say all of those things in this letter, 


COMMUNITIES LACKING TELEVISION 


Senator Magnuson. Do you not agree further that all the things 
that you say are correct, but the real damage is done to communities 
all over the United States who are going to be without television 
coverage, adequate coverage as this thing drags along. 

Senator Jonnson. That is true. There are a great many States 
where they do not have a single television station. 

Senator Macnuson. And there are some big communities where 
there 4s only one station. 
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Senator Jonnson. In West Virginia there is only one station and 
that station has a complete monopoly on television in the State of 
West Virginia. When the Commission is going to get around to 
licensing other stations depends upon the Congress, ‘and our con- 
stituents are going to hold us responsible, as they should, if we do 
not set. up the } money for these hearings to be held, and hearings must 
be held because we decreed that by law in the Administrative Pro- 
cedures Act. 

We have set down by law what has to be done and, if we do not 
appropriate the money, these licenses are not going to be issued. 

Senator Maynanx. Mr. Chairman, may I say as a former chairman 
of this committee that I have been over this with you and Senator 
Johnson. I speak to the present chairman and to the distinguished 
present Chairman of the Commission, because I have heard nothing 
but the finest things on earth about him, and to my old associate, the 
last Chairman, Mr. Walker. I want to say that there are two branches 
of the Government around here and if we had not last year put in 
the additional funds, there would have been nothing to put in. You 
are going to have the House to contend with again, and we cannot do 
anything that the House does not concur in. Last year we did not 
have any television in South Carolina and I do not believe that you 
had any in Colorado, 

Senator Jounson, Not a one. 


1953 FUNDS 


Senator Maynanxk. I want the record to show that this committee 
put in $600,000 last year and there was none put in there by the 
House of Representatives. 

Senator Jounson. The conference between the House and Senate 
provided for six hearing teams. 

Senator MayBank. You madethe recommendation and I went along 
to the end. 

Senator Jounson. I tried to get more teams, but the House cut out 
some of them. 

Senator Maypank. Of course, the House is sticking by the Presi- 
dent’s budget and. of course, I want to help the President, too, but 
I think the new Chairman, with all respect to Mr. Walker, who did 
the best he could with the limited amount of money he had, will do 
a good job. 

Senator ELLeNper. Are you suggesting $1,600,000 more than has 
been suggested ? 

Senator Jonnson. I am suggesting that it is going to cost $1,600,000 
to clear “e, this backlog of applications. That is correct, sir. 

Senator SauronstaLu. Senator, would you be willing to give us a 
minute more of your time? 

Senator Jomnson. Yes, surely. 


TRAVEL APPROPRIATION 


Senator Sattonstauu. The situation is this, as I understand it. The 
House yesterday passed a bill for $7,100,000. That is $691,540 more 
than they had last year, but $900,000 less than the so-called Truman 
budget. Now, the Federal Communications Commission is not asking 
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for us to increase that $7,100,000, but is asking us to increase the 
amount that the House allowed for travel from $73,000 to $110,000; 
what the House allowed for land and structures from $3,000 to $88,- 
000; and what they allowed for autos from zero to 16. 

Now, Mr. Hyde, am I correct in that statement ? 

Mr. Hype. Chairman Saltonstall, that is correct. You are referring 
to what we have termed the Dodge budget, which we of course support. 


ADDITIONAL EMPLOYEES 


Senator Satronsraty. On that basis, Senator Johnson, I wanted to 
ask you this question: You have indicated on page 2 in the next to the 
last paragl raph of your letter of April 20 that you want teams of 279 
employees at. $1,600,000 for approximately another year. Now, do I 
understand that that is in addition to the $7,100,000 Which is $691,540 
above the last year’s expenditures? 

Senator Jounson. It is not in addition to that; $1,600,000 is the 
overall amount required to eliminate the present backlog in 1 year. 


BACKLOG OF CASES 


I want to call your attention, Mr. Chairman, to page 414 of the 
testimony in the House in which Mr. Bartley of this committee was 
testifying. In talking about appropriations, Mr. Thomas said: 

Mr. Tuomas. And this relates to broadcasting? 

Mr. Bartriey. This is T\ only : I do not have the special services. I asked the 
question : How much staff it would take to clear up the backlog in hearing cases 
by June 30, 1954. 

That is to clear up the backlog, and that is what I am talking about, 
clearing up the backlog. 

Senator Magnuson. I think what the chairman is trying to say is 
to ask whether the figure 279 is additional or does that include the 
present examiners. Is that right, Mr. Chairman? 

Senator SALTONSTALL. Yes. 

Senator Jonnson. May I read two more lines of the Bartley testi 
mony ¢ 

Mr. THomas: That is approximately a year from now. 

Mr. Bartiey. And the number that it would take to do the job would be 279 
people. 

Mr. Bartley is here so you can ask him about that 279, and I hope 
that you do ask him. 

Mr. THomas. Against 176 this year? 

Mr. Cox. No; I do not think that is quite correct. 

Mr. THomas. That is the right figure, is it not? 

Mr. Cox. That 279 compares to the 120 requested. 

Mr. BartTLey. That compares with the 120 requested? 

Mr. Cox. This is TV only. 

Mr. Tuomas. TV only? 

Mr. Cox. TV oniy; yes. 

Mr. Bartiey. This makes the increase 159. 

Now, I got my information from the statement that Mr. Bartley 
made plus ‘further questions that have been submitted to the FCC, to 
find out the total number that it would take to clean up this bs cklog 
by June 30, 1954. 

Senator Maynanx. The House had that information ? 
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Senator Jounson. Yes. 

Senator Maysank. I am not questioning you because I feel it should 
be cleared up, but I have been in arguments on this thing last year and 
the year before. All I am trying to do is to be practical, to see if we 

can solve something to help Mr. Hyde get rid of these things. If we 
ask for these things, I know what we are going to have to contend 
with in the conference in the House. 

The House has cut out the whole housing program. We have to 
have a vote in the Senate on this because the House cut it all out. 
I am trying to find if htere is any solution between the figure and some 
other figure that you would agree on with me, because you testified 
last year and had your whole committee endorse it. 

Senator Jounson. They endorsed the statement I made before I 
made it. 

Senator Magnuson. May I ask one question of Mr. Bartley. Does 
the 279 include the 1 you asked for, or is it additional ? 

Mr. Barttey. It includes the one we asked for. 

Senator Maanuson. So it is a total of 279? 

Mr. Bartiey. Working exclusively on TV. 

Senator Maynank. Exclusively on TV? Then when you get to 
conference you are going to bring up the radio and the rest ? 


HOUSE RECOMMENDATIONS 


Senator SauronstauL. The chairman would like to get in this word: 
The committee in the House states: 

The committee has earmarked specifically in the bill $935,000 for work in 
connection with TV applications, and $809,271 for work in connection with 
licenses for safety and special radio services * * * 

I wanted to find out if, to give Senator Johnson what he is re- 
questing in his letter, we should give him the difference between 
$935,000 and $1.671.000, or the $1.671.000 in addition ? 

Mr. Hype. Chairman Saltonstall, I believe I can clarify the record 
there if Imay. Our budget as presented to the House, the budget pre- 
pared by Director Dodge, contemplated 16 to 17 examiner teams for 
television hearings. We have 10 examiners or 10 teams now for such 
hearings. The House, however, while allowing the total budget of 
$7,100,000, made an allocation of funds for TV processing and proc- 
essing of safety and special services, putting emphasis on those services, 
and by the same amount decreasing the amounts allowed for aural 
broadcasting and many others. Now. I want to give you the answer 
in terms of number of examiners. The action of the House would 
increase the number of examiner teams from 17 as contemplated by 
Director Dodge to 23 such teams, simply by the device of requiring 
$900,000 in round figures to be used for television processing. 


NEED FOR EXAMINER TEAMS 


Now, as I understand it, the proposal of Senator Johnson here 
contemplates 40 examiner teams. 

Senator Jonnson. A total of 40. 

Mr. Hype. I thought it was an addition of 40 to the 10. 

Senator JoHNnson, Not from what Mr. Bartley just said. 
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Senator Satronsta.L. So it is an addition of 13 teams, from 27 to 
10, is that correct? The Dodge budget set 17, the House budget set 23 

Senator Maysank. The House budget did not give you the travel 
expenses for the teams you have now. You cannot examine without 
the travelling expenses. 

Mr. Hype. The House budget found additional teams for the tele- 
vision by the simple device of curtailing other activities. 

Senator SatronstaLL. To get what Senator Johnson wants, you 
want 17 more teams. 

Mr. Hyper. It would require 17 more. 

Senator Sauronsrauy. Plus the travel allowance. That would be 
additional. 

Senator Ronerrson. What do you find out when you travel ? 

Mr. Hypr. The purpose would simply be to take the hearing officer 
to the applicant’s city to hear the evidence there, perhaps to get a 
better look at the situation. 

Senator Roperrson. When you get to the applicant’s city, what is 
your primary problem ? 

Mr. Hype. To determine which of the conflicting claims would 
better serve the public interest, which one is the better applicant and 
which should be granted. 


PRELIMINARY REPORTS BY LOCAL OFFICIALS 


Senator Ronertson. Why could you not save some Federal money 
if you let the governing body, city council or mayor make that pre- 
liminary report to you as to which would better serve the city? They 


ought to know as well as somebody in Washington who goes there to 
conduct the hearing. Then you would not have so many teams and 
would not do so much traveling and unless you felt that there had 
been some politics in the decision, it would take quite a load off you‘ 

Mr. Hypr. Senator, I would have to answer by saying that neither 
the Communications Act nor the Administrative Procedures Act would 
permit us to delegate our responsibility in that way. 

Senator Rosertson. There is nothing in the law that says a Member 
of Congress should recommend to you that he would like to see a 
television station in X city. They do it; do they not? 

Mr. Hyvr. There is no reason at all why the chamber of com- 
merce or its representative having information relevant should not 
present it in the proper way. 

Senator Rosertson. When you say that the major issue is which 
will better serve that community, if you have the duly elected repre- 
sentatives, why not relieve the strain and stress on the central govern- 
ment here? 

Mr. Hypr. We, of course, welcome the assistance. 

Senator Maysank. You have to have travel money to go there to 
do that. 

Senator Ettenprer. Mr. Hyde, evidently the House tried to help you 
on that issue. Assuming that the Senate should abide by what the 
House has done, how much of a backlog would you have? In other 
words, how much would you reduce your present backlog ? 

Mr. Hyor. I should say that with the 23 teams we might handle ap- 
proximately half of the backlog. That is a very generalized esti- 
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mate. We estimate that one examiner team can do the work incident 
to a determination on 15 applications in a year. 


PROCEDURE IN SELECTING COMMUNITIES TO BE SERVED 


Senator Etuenper. Now, assuming that you get this money, what is 
your procedure in selecting those communities that you must first 
service ? 

Mr. Hype. You have called attention to a matter that is being 
given quite a bit of consideration right at this time. We have had a 
system of priorities which was designed to bring television first to 
cities having no service at all, and then on a graduated scaie to other 
communities according to their needs. Actually, in order to remove 
the limitations on television service, to provide for the expansion of 
this very wonderful service, we have screened through the accumulated 
applications and acted on most of the uncontested cases. Through this 
procedure we have made 335 grants, but we have just about screened 
out all of the pay dirt that can be found in that manner. The 600-odd 
applications still on file, in general involve conflicts one with another, 
the kind of conflicts that can be resolved only through the hearing 
process. Applications that are filed as we proceed from this point 
tend to be applications which raise conflicts. 

Senator E.Ltenper. Suppose we give you sufficient funds to clear 
the decks in a year. Could those stations be built within that time, 
or would there be a lag? In other words, would you be dumping too 
much work at one time for completion ? 


INDUSTRY KEEPING PACE 


Mr. Hypr. There was some fear that the Commission’s processes 
would get ahead of the industry, but industry has been catching up 
with the pace, and I believe that we will be the bottleneck if we cannot 
handle the cases faster. 

Senator ELLenper. Regardless of what this committee might recom 
mend to the full committee, if we are unwilling to increase the total 
amount of money that the House has provided to you, in that event, 
is there any readjustment of the allocation of the total that you would 
recommend ¢ 

Mr. Hyper. Actually, in our statement to the committee, we have 
made the point or tried to make the point that the action of the House 
gives us a budget which is not in balance, that it tends to put rather 
more emphasis on TV and safety and special services than would be 
warranted in view of our duty in respect to other communications 
services. 

Senator Rosertrson. If you cannot get any more than they have 
allowed en toto, how would you prefer to have it allocated? 

Mr. Hype. I think that we would have to endorse the allocation 
which has been submitted by the Director of the Budget. It would not 
permit us to make decisions on this backlog of TV applications. We 
would, of course, do the best we could with such funds if we got them. 

Senator Roserrson. When you send a team to a city to hear con 
flicting claims, whom do you hear when you get there ? 

Mr. Hype. We hear the witnesses called by the applicants. 
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Senator Rozsertson. Now, of course, it would be a great convenience 
and saving to them if you came to them and had the hearing, but it is 
a commercial undertaking and if they had to present the evidence in 
Washington, would they come here to do it ¢ 


HEARINGS IN WASHINGTON 


Mr. Hype. They are clamoring to come to Washington now and, as 
a matter of fact, we are holding all our hearings in Washington. 

Senator Rosertrson. I know one in Roanoke that is very anxious to 
get a station and told me that they would come up here any time that 
you would hear them. 

Mr. Hype. They certainly would. 

Senator Magnuson. That is easy for Virginia, but when yon get 
3,000 miles away it is another story. You will find that some of these 
people have spent in some cases as high as $100,000 to $150,000 just to 
get their cases heard. 

Senator Rogerrson. Is it not true that out on the west coast they 
have no coins smaller than a quarter / 

Senator Magnuson. That is true, but it is a hardship on a lot of 
people. 

Senator SALTONSTALL. Mr. Hyde, if this committee wants to give 
you some more teams for television, what you suggest that. we do is to 
unfreeze what the House did in this amount of $935,000 which puts 
you out of balance, throw it back so that you can get along under the 
$7,100,000, the so-called Dodge budget, and then we would have to 
give you some additional money, depending on the amount of nev 
teams that we wanted to give you; is that correct ? 

Mr. Hype. I would say that that would be the better way to do. it. 

Senator Saitronstati. Most respectfully, that is being a little 
equivocal; is it not the only way to do it ¢ 

Mr. Hype. I think so. 

Senator E,Lenper. Mr. Chairman, I wonder if the witness could 
tell us how much more he would need in order to carry out what the 
House has supposed; that is, for you to have sufficient funds to take 
care of at least 50 percent of that backlog. We would have to know 
that, I am sure. 

Mr. Hype. I can supply you that figure. It is equivalent in money 
of about 23 teams. 

Senator ELtenper. How about travel expenses / 

Mr. Hype. Travel expenses would have to be adjusted. 

Senator Extenper. Added to that? 

Mr. Hype. That is right. 

Senator Extienver. So that you could furnish the committee the 
figure that would be neecssary to provide 27 teams? 

Mr. Hype. We can do that. 

Senator Magnuson. I want the figure as to how to provide 40 
teams. 

Mr. Hyper. Senator Johnson’s figure is based on data from the 
Commission. 

Senator Magnuson. I do not think that we necessarily are going to 
have to follow the budget or the House, because this money has to be 
spent sooner or later, and meanwhile everybody is clamoring all over 

32743—53——14 
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the country about the unconscionable delay, and it is money that 
has to be spent anyway. You testified before our committee the other 
day that at the present rate it will be 5 years before you clean up this 
business and the decision is made. 

Mr. Hype. We have only 12 hearing officers in all. 

Senator Macnuson. So, some communities were waiting at least 1 
year and will be waiting 1 to 5 years before getting a chance. 


PRIOR APPROPRIATION 


Senator Marynank. I am going to say this for the record, because I 
have been through this so long: I agree with the Senator from Wash- 
ington, and I know what the transportation costs would be to Wash- 
ington as against Virginia. The lack of these things being examined 
when Mr. Welker was chairman is nobody’s blame exc ept the Con- 
gress. You could not expect hearings when you did not me 
the money, and the only money they “have 3 in here was last year, when 
we put additional money in in this subcommittee; and, as the Sem itor 
from Virginia stated, the full committee opposed that, and we had the 
biggest row that I have ever seen. 

Senator Magnuson. That was the tenor of the testimony before the 
Interstate Commerce hearing the other day. You have to hear these 
people, and there is such a backlog that you cannot do it. 

Senator E.ienper. Mr. Chairman, [ am trying to be realistic in 
the questions I ask. It may be that I want the whole amount, but the 
question is, Can we obtain it? 

Senator Magnuson. We can try. 

Senator ELtenper. Well, we can do that. When you say that you 
take care of 50 percent of your backlog, do you also plan that you will 
be able to take care of the current applications that would take place 
from now until June 1954? 

Mr. Hype. I had in mind, of the roughly 400 hearings, that one-half 
of the cases that were the subject of conflict, where hearings would be 
necessary—those on hand and those to be filed—would be handled. 

Senator ELLenper. You would not take care of the 50-percent back- 
log you now have? 

Mr. Hype. Not in those terms; no. 


APPROPRIATION REQUEST 


Senator Sautonstatn. Mr. Hyde, what it. boils down to is that if 
you do get the 42 teams you would have an additional 279 employees 
at a cost of $1,671,200 total, and what you would like to do would be 
to strike out this earmarking of $935,000 and, if you could do an 
ideal job, put that $1,600,000 on top of the $7,100,000 and change your 
travel allowance and change your suteniebild restoration, and that 
would be satisfactory ? 

Mr. Hyper. Yes, sir. 

Senator SaLronsta.u. I mean that would do the job? 

Mr. Hype. I am confident it would. 

Senator SautonsTatu. I am not asking you to go against the Dodge 
budget, but that would do the job? 

Mr. Hype. Yes, sir. 
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Senator SautronsTa.uL. Let me ask you what is the situation now as 
regards television stations following the unfreeze order of the Com- 
mission since we’ve met a year ago. How many requests have you 
and how fast are you acting on them? 


TOTAL APPLICATIONS 


Mr. Hype. We have had a total of 1,189 requests since the lifting of 
the freeze. 

Senator SALTonsTALL. How many have you acted on? 

Mr. Hype. We have granted 335 applications for new stations. We 
have roughly 600 in obvious conflict that require hearings, and in 
round figures about 50 of them under examination, which may very 
well become hearing cases. ; 

Senator SaLTonsTaLL. So that this money, if it went in, and these 
deals would be applied to help you on that situation ? 

Mr. Hype. Yes, and, Senator, may I add that I think I need to com- 
plete my answer to your previous question, that additional applica- 
tions are being filed from month to month. 

Senator Mayeanx. Mr. Chairman, are you finished ? 


COLOR TELEVISION 


Senator SatronsTaty. | would like to ask one more question. What 
is the situation regarding color television ¢ 

Mr. Hype. The situation regarding color television is this—— 

Senator SaLronstrau.. Answer that briefly. Are you granting any 
television 

Senator ELLenper. You asked for it, Senator. 

Senator Macnuson. What time isit? We will be here all afternoon. 

Mr. Hype. Color television is a subject of a good deal of discussion 
these days, but at the moment there is no request for a change in our 
rules with respect to that type of operation. 

Senator SarronsTaLh. Stop there. 


EDUCATIONAL INSTITUTIONS 


Senator Maypank. I was going to ask the chairman what about 
the educational institutions? I had some letters, the substance of 
which were that they had to file applications by a certain date, and 
it conflicted with certain State laws that the legislature was going to 
adjust. I do not remember what educational institutions they were. 
I talked to Senator Tobey, and the Senator said he was going to have 
some hearings and thought that perhaps you gentlemen would extend 
the time. What did you do about it ? 

Mr. Hype. Senator Maybank, we did have such a hearing before 
Senator Tobey’s committee. I think the hearings clarified the situa 
tion to show that there is no deadline on the educational television. 

Senator Maysank. I am glad to hear you say that because I under- 
stood from Senator Tobey that you did that, as a matter of fact, and 
I wanted to put that on the record because I had some letters. I am 
not going to put the letters in since this has been done. 
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TOTAL BROADCASTING STATIONS 


Senator SatronsraLL. What is the total number of radio stations 
over which you now exercise supervision ¢ 

Mr. Hypr. Radio stations in all services would run over a million, 
but I think that you are perhaps thinking about broadcast stations. 

Senator SaLronsTraLu. Yes. 

Mr. Hype. In that category, there are roughly 2,500 AM broadcast 
stations and I should say 600 FM broadcast stations, and 400 television 
stations authorized, and there are certain auxiliary stations for pro 
gram pickup and such. That will give you. a generalized estimate of 
the situation. I should like to give you specific figures for each of 
these. 

Senator SattTonsTaL.. How are your applications there? Are you 
behind or up to date, and how many of them are there ? 


PENDING APPLICATIONS 


Mr. Hyper. We are not up to date. We are more nearly current 
than we have been in times past on AM processing. I think we have 
a number in hearing where the delay is far greater than it should be, 
but on the uncontested cases, I think that there must be 400 or 500 
applications. If I may, I will get a figure from a member of the 
staff. Mr. Kittner, do you have the figure for pending applications 
for new stations and changes in the AM broadcasts / 

Mr. Kirrner. I believe there are approximately 141 applications 
in hearing status, and a total of about 445 now pending. 

Senator SALronsrALL, Will you state your name / 

Mr. Krrrner. Joseph Kittner. 

Mr. Hype. The figure corresponds to my round figure. 

Senator SALronstaL.. Then, so far as radio stations are concerned, 
and applications, that problem is not causing you any particular 
concern ¢ 

Mr. Hyper. It is not causing us as much concern as the delay on 
television because of the very great interest in this new service. 

Senator Maynank. Not only that, but television was frozen so long. 
That is what originally created these backlogs ; am I wrong? 

Mr. Hype. You are right; but that, of course, is not the whole 
story. 

Senator Maypank. I do not want the commission to be blamed for 
what they should not be blamed for. 


FILING FEES 


Senator SatronstaLt. Now, when the application for a television 
station comes in, is there any filing fee requested ¢ 

Mr. Hyper. There is no filing fee. 

Senator Savronstaty. So that there is no receipt for the Govern 
ment for the services in filing and applying for television or radio. 
Now, what do you think? Do you think you ought to ask for a fee 
for this service ? 

Mr. Hype. Senator, in the past our feeling has been that the serv- 
ice that we do is for the public at large and not for the personal bene 
fit of any applicant. Whenever we make a grant, it is on a finding 
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that the grant will serve the public interest. I am advised, however, 


that a rather extensive and comprehensive study of the possibility or 
advisability of collecting fees for filing or for passing upon appli- 
cations may be made by the Director of the Budget. 

Senator Savronstaty. So that your present recommendation or 
judgment is that there should be no filing fee requested ? 

Mr. Hyper. I have not discussed that question with my colleagues 
of the Commission preparatory to this meeting. I did not anticipate 
the question. I have indicated a personal concern about it. I would 
not want to take a position that would preclude me from giving it 
further study. If I thought the filing fee could be added to our bud- 
get instead of the collection of the filing fee becoming an acded bur- 
den which would not help us, I would probably have more interest 
in fees. 

Senator SavronstatL. Would you be willing to discuss that ques 
tion with your Commission and perhaps give us a letter that we could 
put in this record before we close the record on that subject? Senator 
Maybank, who was chairman of this subcommittee last year, says that 
this subject was discussed last year. Perhaps it might be helpful to 
look that up. 

Mr. Hype. Right. 


LAND AND STRUCTURES 


Senator SALTONSTALL. May I ask this quest ion: You asked to have 
$88,000 put in for land and structures without increasing your $7,100,- 
000, where the House allowed vou $3,000. What is that amount for? 

Mr. Hype. That is largely in what we call our field engineering 
monitoring services where we attempt to check on operations neces- 
sary to assure compliance with the law, and also to detect unauthor- 
ized operations. I am going to ask Mr. Turner, if I may, who is chief 
of that service, to give me the item. 

Senator SarronstaLL. Mr. Turner, why do you want to put that 
$88,000 for structures and lands? 

Mr. Turner. Mr. Chairman, the Dodge budget provides $13,000 
instead of $88,000. We are now asking for $13,000 instead of the 
$88,000. The $13,000 is explained in this manner : $12,000 is for addi- 
tional property to take care of encroachment of commercial opera- 
tions at our Fort Lauderdale monitoring station, to provide for the 
purchase of 25 acres. This $12,000 will take care of that proposition. 

At our primary monitoring station at Allegan, Mich., we asked for 
$1,000 to acquire 35 acres of submarginal land adjacent to that primary 
station in order to permit us to install a long-range, more accurate 
monitor which is a part of that station. 

Senator SauronsTaut. So thati when the Chair uses the figure 
$88,000 in the revised budget. that is $13,000¢ In other words, the 
House allowed you $3,000 for land and struetures. You now request 
$13,000, or $10,000 more? 

Mr. Hyper. That is correct, sir. 

Senator Satronstaty. And for travel you are allowed by the House 
$73.335. Those figures have changed and that is why the error 
occurred ? 


Mr. Hype. Yes. 
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NEED FOR AUTOMOBILES 


Senator SatronsraLu. Mr. Hyde, do you want to testify as to why 
you want 16 automobiles? 

Mr. Hype. The automobiles are used in the main in connection 
with our fieldwork where we have to make investigations of interfer- 
ence, compliance, investigations of unauthorized operation, with our 
inspectors operating out of certain central points. 

Senator SavronstaLL. How many automobiles have you now ? 

Mr. Cox. We have 138 pieces of automotive equipment in total, 114 
passenger-carrying vehicles, 12 carryalls, so-called, and 12 trucks. 

Senator Satronsratt. And you want 16 in addition to those, or 
is this for replacement? 

Mr. Cox. The revised Dodge budget would call for replacement 
only, based on age and distance traveled. 

Senator Sarronsta.u. For the sake of the record, can you put in 
the age of those automobiles and the distances they have traveled ? 


CONDITION OF AUTOMOBILES 


Mr. Cox. Yes, sir. I would prefer to insert the accurate figures in 
the record, but they have all traveled in excess, I am sure, of 60,000 
miles and are 6 to 8 years old. 

Senator SavronstaLL. Will you put the accurate statement in for 
the record ? 

(The statement requested follows :) 

Notre.—Two of the cars to be replaced have traveled less than 60,000 miles, but 
their condition is so poor that they are considered unsafe to operate. All are 
over 8 years old. 

Mr. Cox. Mr. Chairman, may I clarify one thing. In our sched- 
ules and testimony they are referred to as passenger-carrying vehicles. 
However, that is not a very good description of them because they are 
not. used for passenger-carrying purposes as the term is normally 
understood. They are used for our technical engineering and survey 
work in the field and merely happen to have the external appearance 
of a passenger vehicle, but they are used for carrying monitoring 
equipment, and so forth. 

Senator Savronsrat.. Boiled down, Mr. Hyde, the House has 
granted you the full amount of the so-called Dodge budget which is 
$9 million less than the Truman budget ? 

Mr. Hype. Yes. 

Senator Maypank. Mr. Chairman, I think that Eisenhower is Presi- 
dent and it ought to be the Eisenhower budget. 


FURTHER DISCUSSION OF ADDITIONAL EMPLOYEES 


Senator SarronstatL. The Truman budget called for $8 million, 
the Eisenhower budget called for $7, 100,000. Last year you spent 
$6,408,000. Now. what you would like to do would be to accept the 
$7,100,000 without the restrictions or specializations for special serv- 
ices that the House put init. You would like to have the replacement 
of 16 automobiles. You would like to have $13,000 instead of $3,000 
for your land and structures, and, if it is possible and if this com- 
mittee considers that it is helpful, you would be glad to accept 279 





FIRST INDEPENDENT OFFICES APPROPRIATIONS, 1954 213 


more employees with $1,691,000 for special work on television applica 
tions; is that correct ? 

Senator Magnuson. Not 279 more. 

Senator Maysanx. How many more would it be ¢ 

Senator ELtenver. Tell us how much more money it would require 
to do that. 

Senator Macnuson. It would take $865,000. 

Mr. Hyper. Chairman Saltonstall, that is a good summary of the 
situation as I know it. 

Senator SaLTronsTaLi. Let me make this clear in my own mind be 
cause I am not sure that Senator Magnuson, Senator Maybank, and 
Tagree. If I understand it, if you pull out of this special tabbing of 
money by the House in the amount of $935,000 for TV applications, if 
you pull that out and put it back into your general work, you want a 
total of $1,691,000 in addition ? 

Mr. Hype. It would take that total in order to meet this team 
situation. 

Senator Satronstatt. That would call for 279 more employees 
than the present budget called for? 

Senator Magnuson. A total of 40 teams would be 279. 

Mr. Cox. It is about 172 net additional people and we figure roughly 
about $1 million. 

Senator SaLtronsTa.i. So that to get what Senator Johnson wants, 
and he was former chairman of the Interstate and Foreign Com- 
merce Commission and particularly interested in the subject, you 
would want approximately $1 million more and how many employees? 

Mr. Cox. About 172 additional employees over the figures con 
tained in the House allowance. 

Senator Satronstatut. Are there any further questions of Mr. 
Hyde? 

Senator Exrenper. If that amount is given, then you would be 
above the Truman budget ? 

Senator Magnuson. But I still want to reiterate that this is money 
that has to be spent ultimately. 

Mr. Hype. Mr. Chairman, one of my colleagues has suggested that 
I mention the fact that a new television station becomes an important 
business operation, a taxpaying enterprise. It suggests that the 
spending money for processing might be classified as investing. 

Senator Sarronstat. Mr. Hyde, when you go out on that line, you 
take the tack that a licensing Government bureau takes. 

Are there any further comments? Thank you, sir, very much. 
That will close the hearing on the Federal Communications Commis- 
sion. 


Changes in House bill requested by Federal Communications Commission 


. No change requested in total amount allowed, which is $7,100,000. 

. House allowed for travel $73, 335 
Budget request was 90, 000 
Request change back to 90, 000 

. House allowed for land and structures 3, 000 
Budget request was 13, 000 
Budget change back to ii : 13, 000 

. House allowed for autos 0 
Budget request was for 16 
Request restoration to 16 
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INDIAN CLAIMS COMMISSION 


STATEMENTS OF EDGAR E. WITT, CHIEF COMMISSIONER; AND 
JAMES A. LANGSTON, ADMINISTRATIVE OFFICER 


Senator SatronsraLL. The next is the Indian Claims Commission. 
REVISED BUDGET 


Senator SarronstaLL. Mr. Witt, have you a prepared statement ? 

Mr. an. Yes, sir; the Secretary has it. 

Senator SauronsTaLy. We have here a statement relating to the 
Indian Claims Commission that is in the House record. So we do not 
need it. 

Your 1953 appropriation was $91,400. The original 1954 estimate 
was $140,000. The revised 1954 figure is $140,000, and the House 
allowed you $111,020. 

Your permanent positions last year were 11. Your budget con- 
templated 18. The House in reducing the budget by $28,900 states 
they have allowed you sufficient funds for 2 investigator attorneys and 
1 stenographer. 

Now, as the Chair understands it, the 7 additional employees that 
you would like to have are the 5 lawyers who would also function 
as investigators, and 2 stenographers. 

The expiration date for filing claims was August 13, 1951; the Com- 
mission expires April 10, 1957. 

Are you satisfied with what the House gave you? 


BACKLOG OF WORK 


Mr. Wrrr. No, Mr. Chairman; we are not. We have asked just 
what we think we need. We have a backlog of something in excess 
of 800 lawsuits filed there with us. 

It might be well to review just very briefly to this committee the 
work of the Indian Claims Commission—the duties of that 
Commission. 

Senator Maywank. I think, Mr. Chairman, if I may say so with due 
respect to this witness, that this committee pretty well knows what 
the Indian Claims Commission has to do, and if you have an 800 
backlog, you have 800 cases. 

Mr. Wrrr. That is all right. I was asked to do that over in the 
House because they had some new Members who had not previously 
heard of this Commission. 

The problem before us, gentlemen, is that this is now coming to the 
conclusion of these claims filed in the past. 

Senator Maysanx. Where are most of them? 

Mr. Wrrr. From what States? 

Senator Maypank. Yes. 

Mr. Wirr. Most of them come from Oklahoma Indians, but there 
are only 3 or 4 States in the union that have not some claims coming 
from them. 

Senator Maysanxk. Did you put that in the House record? 

Mr. Wrrrt. Yes. 

Senator Maysanx. Then there is no need to repeat it. 
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— 


EXPIRATION OF FILING DATE 


Senator Magnuson. When does the filing date expire ? 

Mr. Wirt. It expired in 1951. 

Hardly any Indian claim is for a lesser amount than one-half 
million. They are largely for increased compensation for lands that 
they contend were taken from them years ago for inadequate com- 
pensation. 

Senator Magnuson. So the 852 that you have left are all that there 
can be? 

INVESTIGATIONS BY DEPARTMENT OF JUSTICE 


Mr. Wirr. That is all there can be, and the reason that we need 
additional help at this time to dispose of these claims is because over 
the past years the claimants’ attorneys and the Department of Jus- 
tice, representing the Government, have been compiling and making 
the research necessary to prosecute these claims and defend them; 
and these case are now rapidly reaching readiness for the Commis- 
sion’s consideration. 

Senator Magnuson. We have been appropriating money for this 
research and compiling business. Lf you keep on dragging these 
claims out, will it cost more money again ‘ 

Mr. Wirt. No; the Government does not pay for that search except 
such as is done by the Department of Justice. 

Senator Maanuson. But the Government pays for the Department 
of Justice, and every research claim is checked by the Department of 
Justice. 

Mr. Wirt. The Department of Justice requires a good deal of re- 
search to meet the plaintiffs’ claims. I can tell you one claim in which 
I heard the attorneys for the plaintiffs say that they spent $50,000. 
That is a claim represented by former Congressman Disney on behalf 
of the Osages in Oklahoma. A great many of these lawyers have 
formed a pool and a research organization to go back and delve back 
many years. 

They are still delving but cannot file any more claims. It was not 
thought that there were that many claims at the time the Indian 
Claims Commission was established. 


REVIEW OF WORK 


Senator Sarronstautu. Boiled down you had 852 claims on Decem- 
ber 31, 1952. You decided after hearings, 49 claims, of which 3 were 
reversed, or a total of 46 were ended. Of those 46, 8 claiming $24,- 
600,000 were settled for $7,300,000, and 38 claiming $547 million were 
dismissed. That was the result of your work. 

Mr. Wirr. Awards in 8 claims aggregated $7,399,000 and we dis- 
missed, denied 38 claims aggregating $547 million. 

Senator Sauronstautu. Then you decided last year 46 claims? 

Mr. Wirt. There were 46 decided by the end of last year. 

Senator SauronstraLu. And you have how many claims still pend- 
ing? 

Mr. Wirt. Some 800. There are 370 docket numbers. Some of these 
docket numbers involve several claims. 

Senator SaLTonsTa.u. It is a question of how fast the Congress 
wants you to go ahead with your work ? 
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Mr. Wirr. That is correct. In the long run, gentlemen, it will cost 
the Congress less to provide help for these three commissioners, of 
whom I am one, to decide these claims expeditiously. 

Senator SarronstaLL. Why would it cost more? Is there interest 
running on these claims ? 

Mr. Wrrr. On some of them there will be interest, but it will drag 
out the life of the Commission if we are not furnished the force that 
will enable us to dispose of these cases. It will mean the 
extension of the life of this Commission. 

Senator Savronsrauu. If you get your full amount of money and 
employees this year, how many years would you estimate that the 
Commission will be working ¢ 

Mr. Wirr. I must be frank and say that, if you give us all we ask, 
we probably would not get through in 4 years, but we will make 
progress and shorten the life of such a Commission. 





EXPIRATION DATE OF COMMISSION 





Senator Maysank. When does the Commission expire? 
Mr. Wrrr. It expires in 1957. I have been on committees in the 
Senate of Texas, and I know your problems. 

Senator Maysanx. That isa pretty good Senate in Texas. 


EMPLOYEES 


Mr. Wrrr. Thank you, sir. I thought it was when I was there. We 
always go back and look around and think there is nothing like the 
old group. 

I want to say this. At one time, the Indian Claims Commission was 
authorized to have 23 employees. We found that the work was of 
such a character and type that we did not need to use them and we did 
not put them on the payroll. We only put on 12. We had these in- 
vestigators allowed us—these attorneys—3 or 4 years ago, and did not 
put them on because we did not think we needed them. We do need 
them now, and I am on my knees to you, gentlemen, to try to get them 
and get the work done. 

Not a single man on this Commission has a man in view to whom he 
wants to give a job. We merely want to get the job done. May I 
compare us with the Tax Court? There are 16 members of that court 
and each single member is provided with 2 attorneys to help him 
analyze and digest the cases that come before him. The Court of 
Claims has 14 commissioners to 5 members to help them do their work. 
It is to help the disposition of this work and that is all we want. Some 
cases have a trunk full of documents each to be examined. They in- 
volve transactions covering a century. 

Senator Savronstaty. Thank you, Mr. Witt. Are there any 
questions ? 

Mr. Wirt. May I say this in passing: We have reason to believe 
that with certain information that we did not get before the House 
committee, if you gentlemen will give us all that we ask for here, the 
House committee will concur in the additional. 
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FURTHER DISCUSSION OF EXPIRATION OF COMMISSION 


Senator Eititenper. Mr. Chairman, I may say it would be most en- 
couraging to us if he could assure us that by giving him this amount 
they could be through by 1957 but according to his statement it may 
be like the old soldiers, t aese commissions never die. 

Mr. Wirt. Senator, I am going to die. You do not want me to say 
what I do not believe. 

Senator Magnuson. As long as you have these Indian lawyers down- 
town, you will go on forever. 

Mr. Wirr. No. The lawyers cannot now file any more claims. 
They are now anxious to get these claims decided. 

Senator Maypank. As long as you are from Texas, I want to ask 
you, do Indians have any claim on the tidelands ? 

Mr. Wirt. No, sir, and there is no Indian in Texas who has a claim 
before this Commission. 

Senator SaLtronstaLL. Mr. Witt, do you want to go on the record 
with a statement that you are quoting the House as agreeing with us? 

Mr. Wirt. No; Iam not authorized to do that. 

Senator Satronstat.. I do not think you are. 

Mr. Wirt. No; the gentleman from whom I got that statement on 
the committee said he could not speak for his entire committee. 

Senator Satronstaty. Thank you very much, sir. Are there any 
questions ? 


INTERSTATE COMMERCE COMMISSION 


STATEMENTS OF J. HADEN ALLDREDGE, CHAIRMAN; CHARLES D. 
MAHAFFIE, COMMISSIONER; WILLIAM J. PATTERSON, COMMIS- 
SIONER; JAMES K. KNUDSON, COMMISSIONER; ANTHONY F. 
ARPAIA, COMMISSIONER; GEORGE W. LAIRD, ACTING SECRE- 
TARY; AND B. H. WISE, BUDGET OFFICER 


PREPARED STATEMENT 


Senator Sa.ronstaLu. The next is the Interstate Commerce Com- 
mission, Mr. Alldredge. 

Mr. Alldredge, do you have a prepared statement ? 

Mr. ALuprepor. Yes. 

Senator Savronstauu. In accordance with our practice, we will 
insert that in the record at this point without objection. 

(The statement referred to follows:) 

INTERSTATE COMMERCE COMMISSION, 
OFFICE OF THE CHAIRMAN, 
Washington, March 23, 1953. 

Hon. SryLes BRIDGES, 


Chairman, Senate Committee on Appropriations, 
United States Senate, Washington, D. C. 


My DEAR MR. CHAIRMAN: This Commission has received a, communication 
from Director Joseph M. Dodge, of the Bureau of the Budget, dated March 13, 
1953, regarding the review by that Bureau of the 1954 budget. estimates included 
in the 1954 printed budget document for this Commission. 

As instructed by Mr. Dodge, there is shown below by appropriation titles the 
revised estimates for 1954 compared with the appropriations for 1953 and the 
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initial budget estimates for 1954; also, the increase provided in the 1954 revised 
estimates over the 1953 appropriations: - 


1354 Increase: 
Revised 
953 anpro 1954 es 
Appropriation titk roeaiea « 1954 esti 
priations Budget Revised on 
te . : se > CREPEP )- 
estimates estimate priations 
General expenses $9,319,500 | $10, 400, 000 $9, 665, 000 $3.45, 50 
Railroad safety 974, 500 | 1, 010, 000 | 974, 500 
Locomotive inspection 709, 500 740, 000 | 709, 500 
Total... biatt 4 11,003,500 | 12, 150, 000 11, 349, 000 345, 500 
i | 1 


The increase of $345,500 included in the revised estimates for the Commission’s 


appropriation “General expenses” provides 53 positions over the appropriation 
for the current fiscal year and is intended principally for the Section of Com- 
plaints and the Bureaus of Formal Cases and Traffic. 

The average employment maintained out of the appropriation “General ex- 
penses” has been reduced each year since 1947. In that year the appropriation 
provided 2,026 average positions, while the appropriation for 1953 provides for 
an estimated 1,634 average employment. These progressive reductions in per- 
sonnel have resulted in the adoption of short-cut procedures. They are, how- 
ever, causing (1) serious delays in production of work; (2) casual and super- 
ficial consideration of many important matters, which results in a growing num- 
ber of complaints that formal-proceeding records, tariff publications, carriers’ 
records, transportation problems, and many other matters are not adequately 
analysed or reviewed; and (3) inability to recruit new employees to be trained 
in order to fill positions to be vacated by experienced employees. 

Although the Congress has repeatedly expanded the functions of the Com- 
mission, it has steadily reduced the Commission’s staff through 


inadequate 
appropriations. 


The net result has been an impairment of efficient administra- 
tion, a growing inability to perform the functions and duties required by the 
Interstate Commerce Act and related acts, and a weakening of the Commission’s 
ability to carry out the regulatory and judicial authority delegated to it by the 
Congress, 

The steadily increasing functions and duties of the Commission result primarily 
from two directions: First, the Congress continues to increase the Commission’s 
jurisdiction over transportation and related agencies; and, second, as industry, 
population, and commerce of the Nation expand, the transportation agencies and 
facilities must also grow and keep pace. 

It would be impossible for this country to grow and prosper, or to succeed 
industrially or defensively, without an adequate and efficient overall transporta- 
tion system. Almost everything that the public purchases or uses must be 
carried sooner or later by one or more of the agencies under the Commission’s 
jurisdiction. Of necessity they must be regulated to ascertain that their charges 
are just and reasonable and that the rules and practices under which they oper- 
ate are followed. Also, by the national transportation policy of 1940, it is neces- 
sary for the Commission to preserve the inherent advantages of each type of 
earrier by regulation. 

Nothwithstanding an increase of more than 54 percent in the number of formal 
proceedings involving rates, fares, charges, and operating authorities disposed of 
in the fiscal year 1952, as compared with 1946, the number of such proceedings 
on hand at the end of 1952 renresents an increase of more than 22 percent over 
those pending at the end of 1946. 

Of the $345,500, an increase of $60,000 is to be allocated for travel expenses over 
the $230,650 provided in the 1953 appropriation. 

During the current fiscal year, because of the reduced amount available for 
travel, it has been necessary to curtail the number of investigations of alleged 
violations and unlawful practices of carriers and to delay the holding of hear- 
ings outside of Washington on applications for operating authority and cases 
involving finance and rate matters. The severe restriction on the amount avail- 
able for travel during the eurrent fiscal year is seriously hampering the Com- 
mission's ability to administer the provisions of the Interstate Commerce Act 
and related acts. 
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As of January 31, 1953, there were 3,630 cases pending, a large number of which 
will require hearing. The resultant delay in the hearing of cases and their 
adjudication deprives the public of prompt decisions in these important matters 
relating to transportation. 

Failure of carriers to observe the specific obligations imposed by the Interstate 
Commerce Act is unfair and destructive to competing carriers, shippers, and to 
the general public in the resulting rebates, concessions, and discriminations of 
varied character. It is absolutely necessary that our field force of special agents, 
district supervisors, accountants, safety inspectors, and service agents have 
sufficient travel funds to conduct investigations and examinations of carriers’ 
practices and records, to discover and take appropriate action of the serious 
and harmful violations. ‘The greater the possibility of discovering and dealing 
with violations, the less the temptation to deviate from published tariffs or to 
commit other infractions of the act. The benefits to carriers, shippers, and the 
public resulting from a more vigorous and expanded program of investigation 
and remedial action is large in comparison with the cost. 


APPROPRIATION RAILROAD SAFETY 


BUREAU OF SAFETY 


The revised estimate of $974,500 recommended by the Bureau of the Budget for 
the fiscal year 1954 is the same as the appropriation for the fiscal year 1953, and if 
enacted would continue this Bureau’s operations upon the 
approximately 90 percent of full employment. 

Inspection work must be done throughout the inspectors’ respective territories 
and complaints and accidents taking them to all parts of their territories must 
be investigated. The shortage of travel funds in the present and the past 2 
fiscal years has made it necessary to prorate the available money throughout the 
year, with the result that some of the work such as investigation of complaints 
and the investigation of signal applications has been delayed, and inspection of 
equipment and installations has been reduced. If complaints are not investigated 
promptly and necessary inspections are not made currently, illegal conditions 
and practices may be continued for excessive periods of time, with consequent 
increased hazards of death or injury to railroad employees and passengers. If 
signal applications are not investigated promptly, railroads are handicapped in 
making necessary modifications and improvements and the realization of the 
beneficial safety features covered by the applications is unduly delayed 

Inspection work properly distributed over all parts of the territories results in a 
uniform observance of the several safety laws administered by the Bureau. 
When sufficient travel funds for proper administration and enforcement of safety 
laws are not provided, in order to keep within available travel allowances, an 
excessive proportion of the time must be devoted to inspections at headquarters of 
inspectors and nearby points where travel expenses are light, and inspections at 
other railroad yards and terminals, many of which are of equal importance, must 
be curtailed or omitted entirely. During the fiscal year 1952 the reduced ap- 
propriation and travel allowances required substantial curtailment of field work 
involving travel and as a result increasing numbers of complaints of violations of 
safety laws are being received. Even greater restrictions are in effect during 
the current fiscal year, and unless increased travel funds are provided, laxness in 
the obsevance of these safety laws will become prevalent in many places through 
out the country, and the high standards of safety which have been built up in 
previous years will become seriously impaired. Likewise, under these conditions 
the investigation of disastrous railroad accidents is restricted and impeded, and 
the intended benefits of this law, in bringing about the correction of unsafe 
railroad operating conditions and practices, are not being fully accomplished. 


present basis of 


APPROPRIATION LOCOMOTIVE INSPECTION 
BUREAU OF LOCOMOTIVE INSPECTION 


The revised estimate of $709,500 recommended by the Bureau of the Budget 
for the fiscal year 1954 is the same as the oppropriation for the fiscal year 1953, 
and, if enacted, would continue this Bureau’s operations upon the present basis 
of approximately 90 percent of full employment. 

It is emphasized that the objective of the Bureau is accident prevention. 
There can be no fiscal compromise in matters affecting safety of human beings. 
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Accidents that do no happen canot be included in statistics of accomplishment and 
thus the most effective justification for the Bureal’s existence is unavailable for 
direct comparison. The cost of one or several avoided accidents represents an 
economic gain to the United States that could defray the cost of operation of the 
3ureau for an entire year. 

The workload is continuing and has expanded by reason of increased scope of 
duties resulting from various amendments to the act since enactment. There has 
been no increase in the number of inspectors since 1925 and experience has shown 
that authorized personnel has never been sufficient to fully accomplish the stated 
purpose of the act. Proper and adequate policing of locomotives must be ac- 
complished if the act is to be effectively enforced. Such enforcement is dependent 
upon an appropriation sufficient to provide requisite personnel and funds for 
normal travel expense. 

Cordially yours, 
J. HaDeEN ALLDREDGE, Chairman. 


REVISED BUDGET 


Senator Sautronsraty. Now, the original budget called for $12.- 
150,000. The revised budget called for $11,349,000, and the House al- 
lowed you $11,150,000, or approximately $200,000 under the revised 
budget figure. 

Are you satisfied with what the House gave you? 

Mr. Atuprepee. No, sir. 

Senator SavronstaLtt. Would you be satisfied with the amount of 
the revised budget ? 

Mr. Auuprepee. Well, if I am limited to supporting that, I will 
have to say “Yes.” I want all of it. If I am not limited, I would 
like to say we wanted more. 

Senator ELLtenper. Would you tell us how much is the minimum 
that you think you ought to have, and why? 

Mr. Auuprence. I have another prepared statement that I brought 
with me. 

Senator Sauronstati. Would you prefer to have this statement put 
in rather than the other one which has already been put in ? 

Mr. Atupreper. Yes; I think so. 

Senator SavronstaLn. At the suggestion of our clerk, we will put 
both in the record. 

(The document referred to follows :) 


STATEMENT OF CHAIRMAN ALLDREDGE, INTERSTATE COMMERCE COMMISSION, BEFORE 
SENATE APPROPRIATIONS COMMITTEE RELATIVE TO 1954 BUDGET 


Appreciating fully the fact that there is genuine public interest in reducing 
the cost of government, I am compelled to present the case of an agency which 
needs more funds to enable it to perform in a satisfactory and efficient manner 
the work which Congress has entrusted to it. For some 10 years the Interstate 
Commerce Commission, by reason of limitations in its appropriations, has suf- 
fered a gradual decline in its personnel. This process has gone so long and so 
consistently that the Commission's staff is about a thousand short of what it 
was in prewar years. Using 100 as an index of average employment compen- 
sated by the general-expense appropriation for the year 1940, for instance, the 
same index for the fiscal year 1953 was only 67. The workload of the Com- 
mission has been increased substantially during this time. Additional legis- 
lation has been passed which has cast upon the Commission extra burdens and 
duties. In addition to that, however, the volume of commerce has grown, the 
number of carriers has increased, and the work of the Commission has expanded. 
With the workload going up and our personnel going down, we have simply 
reached the point in the Commission where we cannot, in our judgment, ade- 
quately perform the duties assigned to us. 
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Three classifications of expense are used for the Commission: General ex 
penses, which covers the great bulk of the Commission’s work; railrcad safety ; 
and locomotive inspection. 

In its first budget recommendations for the coming fiscal year the Bureau of 
the Budget recognized that the Commission had been severely limited in its 
funds and recommended a total increase in the Commission’s budget of $1,146,500 
or a total of $12,150,000 for all categories of expense, as compared to the ap 
propriations of 1953 of $11,008,500. 

We appeared before the subcommittee of the Committee on Appropriations of 
the House and undertook to justify that increase in our appropriations. The 
Commission’s testimony appears in part I of the printed report of the House 
committee, beginning at page 232. Subsequently, however, the Bureau of the 
Budget reconsidered the Interstate Commerce Commission’s budget for 1954, 
along with all other budgets, and under date of March 18, 1953, I transmitted to 
Chairman Phillips of the House subcommittee the revised estimate made by the 
Bureau of the Budget. On March 23, I likewise transmitted to Senator Bridges, 
chairman of the Senate Committee on Appropriations, the same information 
In the revised budget the Commission’s total estimate was reduced from $12,150. 
000 to $11,349,000, leaving an increase over the total appropriations for 1953 of 
$345,500. 

In its report to the House in the first independent offices appropriation bill for 
1954, Chairman Phillips, on behalf of the Committee on Appropriations, pre 
sented that committee’s recommendations for the 1954 budget of the Interstate 
Commerce Commission. A further reduction was made in the estimate for the 
Commission. The total was brought down to $11,150,176, as against the $11, 
003,500 actually appropriated for 1955. This apparently would represent an 
increase of $146,676 over the total amount of funds received by the Commission 
last year. 

This slight increase in appropriations will not permit the Commission to in 
crease the size of its staff. On the contrary, I think it will necessitate a reduc 
tion. Under the so-called Ramspeck Act—and perhaps also under other legisla 
tion—increases in compensation to the Commission’s staff will take place dur 
ing the next fiscal year just as they have in past years. Other expenses may 
have to be met, such as the payment of terminal leave on retirement of members 
of the Commission's staff. All increases of this nature must be absorbed out of 
the Commission’s general appropriations. The net result during the ensuing 
fiscal year, I am quite sure, will be a continuation of the declining trend in the 
Commission’s personnel. 

The House committee apparently disagree with the value of motor-carrier 
safety work by the Commission. The duty to regulate the safety of operation 
of motor carriers, including the qualifications and maximum hours of service 
of employees, is specifically enjoined upon the Commission by section 204 of the 
Interstate Commerce Act. This responsibility applies not only to carriers for 
hire but, if need therefor be found, to private carriers. The House committee, 
however, as will be observed from a reading of what is said at page 17 of the 
committee’s report, refers to a denial of all requests for funds “for work relating 
to safety and field in the Bureau of Motor Carriers amounting to $1,793,157.” 
This money is supposed to be spent elsewhere. Actually, this figure is made up 
of $145,195 shown in the printed budget specifically for motor-carrier safety work 
and $1,647,962 included in the same budget to support the field forces of the 
Bureau of Motor Carriers engaged in other than safety work. It is difficult, 
therefore, to determine the effect of the House committee revisions. If this 
language is taken literally, the Commission would have no money to support any 
of its field work concerned with the regulation of motor carriers. Surely, such 
a result was not contemplated. 

In my appearance before the House committee I undertook to review the 
history of the safety legislation of Congress as it affects the operation of all 
types of carriers. It is impossible to escape the conclusion that Congress has 
always felt that safety is one of the chief objects of carrier regulation. Of 
course, in the field of motor carriage the States have a very active and continu- 
ing interest in safety of motor-carrier operations, and nearly all of them sup- 
port some sort of activities of this nature. The Interstate Commerce Commis- 
sion has never sought to supersede the legitimate work of the States, or to dupli- 
cate it, or to encroach upon the proper sphere of State activities. Congress has 
undoubtedly felt, however, that there is an area of responsibility here for the 
Federal Government and has entrusted to the Interstate Commerce Commis 








222 FIRST INDEPENDENT OFFICES APPROPRIATIONS, 1954 


sion the duty of occupying it. We have alws.ys been conservative in shaping 
our policies in this field and in the expenditure of money to carry out sucb 
policies. 

The motor-carrier safety work of the Commission, however, is not limited to 
the actual operation of vehicles on the highways. It concerns the type of 
equipment used, which requires investigation, research, and contact with the 
designers, producers, and purchasers of the vehicles. It also involves the prep 
aration, marking, shipping, and handling of explosives and other dangerous 
articles. The war gave a tremendous impetus to the production and transporta 
tion of dangerous articles not only on the railroads but on the highways, and the 
protection of the public interest in that field is one of the important demands of 
the law. 

The House committee also takes up the question of reorganization of this Com- 
mission, and it makes this comment at page 17 of its report on that subject: 

The committee wishes to point out the urgent need for reorganization of this 
agency. Many additional activities have been assigned to it, a majority of them 
during the past 20 years. During that period there has been no substantial re- 
organization of the agency. In this connection, the committee is impressed with 
many of the recommendations contained in the report of the Wolf Management 
Engineering Co. of Chicago, Ill., to the Senate Committee on Interstate and 
Foreign Commerce under the date of December 22, 1952. Until a complete re- 
organization of the Commission has been affected, and until efficiency has been 
substituted for inefficiency, the committee can see no value in providing addi- 
tional funds for this agency. 

The House used as its authority for inefficiency in the organization of the 
Commission the report of the Wolf Management Engineering Co. of Chicago 
This company conducted a survey of the Commission’s organization and opera- 
tions under Senate Resolution 332 of the 82d Congress. Its report has been 
printed by the Government Printing Office, and I quote from page 12 of the 
report according to the Government print: 

The total number of employees, as of August 1952, being approximately 1,860, 
is about a thousand less than the number of positions 10 years ago. In relation 
to the importance of the work and responsibility of the Commission serving an 
important segment of the national economy consisting of 7 percent of the total 
national income and over 3 percent of the total national labor force, the present 
number of positions with the Commission cannot be considered excessive. Our 
studies of operations indicate that it is necessary to increase the number of 
employees and, correspondingly, the budget appropriations in order to reduce 
quickly the current backlog of cases pending and to facilitate the adoption of 
measures that would increase the efficiency of the Commission in the near 
future. 

Whatever may be said as to the efficiency or inefficiency of the Commission’s 
organization, it is clear from this report that the Commission needs more money 
and a larger staff to perform its duties. The Wolf report recommended 55 new 
positions requiring a budget appropriation of approximately $350,000. These 
new positions, however, according to our understanding of the report and the 
explanation made to the Commission in person by a representative of the Wolf 
Management Engineering Co., were to be over and above a total of 1,978 positions 
as contained in the estimate of the Bureau of the Budget for 195% Included in 
the latter figure were 123 positions for railroad safety and 105 for locomotive 
inspection. The report called attention to the fact also that the $350,000 which 
it mentioned as compensation for the 55 new positions was to be in addition to 
a need for travel funds for the new personnel over and above the total amount 
of the 1953 budget request, not the appropriation. 

The Commission is not a purely business organization. It is an agency cre- 
ated by Congress to administer remedial legislation over a vital subject. Cir- 
cumstances and conditions beyond the control of the Commission largely deter- 
mine the volume of its work and to some extent the nature of it. ’ 

In expanding the Commission’s organization in response to new legislation 
passed by Congress from time to time, it has been deemed important to overcome 
feelings of apprehension and misgiving by those brought under regulation for 
the first time. It was felt that assurance that the Commission was not going 
to run roughshod over the industries subject to its regulation was one of the 
important requisites for the successful administration of these new laws. That 
is one of the reasons why the Commission created a special Bureau of Motor 
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Carriers and another Bureau of Water Carriers and Freight Forwarders. As 
a matter of fact, the Commission has had tv overcome such fears since its orig 
inal creation in 1887. There was serious doubt then that such an agency could 
ever function satisfactorily under our system of Government. The late Chief 
Justice Hughes summed the matter up so lucidly in a speech which he made 
before the Association of Practitioners of the Interstate Commerce Commission 
in Washington in 1930 that I take the liberty of quoting some of his words: 

“If an agency like the Interstate Commerce Commission had been established 
much earlier, with adequate authority, we should have been spared many of 
the most difficult of our present problems. We now recognize so fully the need 
of continuous and expert investigations, not ex parte or biased by political mo 
tives, but impartial and with full and fair hearing and competent discussion, that 
we read with something of a shock the learned arguments and elaborated doubts 
of an earlier day which erected hurdles in the path of progress. Now we have 
provided, in Nation and States, a host of administrative agencies, and we realize 
that we have thus been brought to the severest test of the republic, that is 
its ability to draw to the complexities of administration the comprehensive 
knowledge and technical skill, and above all, the reasonableness, which will 
give us the desired fruits of regulation and avoid both the indifference of 
routine and the arbitrariness of an unintelligent and despotic bureaucracy. 
Despite an experience which should have been disillusioning, we are still likely to 
be a curse. I suppose that no agency of government has more complicated 
this or that political program, but in finding that rare combination of intelli 
gence and rectitude without which any program of administration may prove to 
be a curse. I suppose that no agency of Government has more complicated 
problems than those which confront the Interstate Commerce Commission, and 
no intelligent student can fail to realize that the success of this endeavor in a 
sphere of the highest importance is to a very great extent the measure of our 
capacity for self-government.” 

While I think that the traditional organization of the Commission has served 
a good and useful purpose, the time has come to make a change. The Com 
mission’s organization needs to be merged and remolded into a better functional 
pattern, and more effective direction and control over the Commission’s field 
work should be effectuated. Changes of this character are recommended in 
the Wolf report and they are demanded by the growth and expansion of the 
Commission’s duties and responsibilities. 

I can assure the committee that the Commission has accepted the Wolf report 
in principle and has already taken steps to put it into operation. Some time, 
of course, will be required to make the necessary changes in the Commission's 
administrative structure. In the meantime the work of the Commission must 
go on and additional funds are needed if this work is to be performed with 
reasonable promptness and dispatch. 

In closing, I desire to present to the committee three tabular statements which 
will illustrate statistically the difficulties under which the Commission is labor- 
ing. The first of these statements shows the average employment by the Com 
mission under each of its three appropriations, the total average employment, 
and the total gross appropriations for each year from 1940 to 1953, inclusive 

On the average, about 90 percent of the personnel on the Commission’s staff 
is compensated out of the appropriations for general expenses. Only a small 
number of employees are paid from the special appropriations for railroad safety 
work and locomotive inspection. 

While there was a modest increase during this period in the gross ap 
propriations to the Commission, it should be kept in mind that the general 
increases in salaries which occurred, as well as overtime pay allowed, under 
authorizations by Congress had to be absorbed out of these gross annual ap- 
propriations. The net result was equivalent to a reduction in the Commis- 
sion’s appropriations. This situation is explained on the second tabular state 
ment insofar as it applies to the appropriations for general expenses. The 
Commission absorbed these increased salaries and overtime pay by reducing 
its personnel through a process of attrition. It did not fill positions as they 
were vacated by death, resignation, retirement, or transfer to another agency 
There was no other way for the Commission to avoid an overspending of its 
appropriations. How much this reduction has been in the Commission’s person- 
nel other than as covered by the appropriations for railroad safety and loco- 
motive inspection is shown on the third statement. 
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Average employment 


APPROPRIATIONS, 


19 


54 


per year from the appropriations for (1) genera! expenses, 


(2) railroad safety, and (8) locomotive inspection for fiscal years 1940 to 1958, 
inclusive; and total appropriations for those years 


Average 
employment 
under rail- 
road safety 
appropria- 


Average 
em ployment 
paid from 
general 
expenses 


Fiscal year 


tion 
1940 117.0 
1941 121.3 
1942 120.9 
1943 120.9 
1944 123. 2 
1945 122.7 
1946 128. 6 
1947 125. 2 
1948 128.3 
1949 130. 0 
1950 131.0 
1951 129. 5 
1952 123.8 
1953 123. 2 





Average 
employment 
paid from 
locomotive 
inspection 
appropria- 


employment 





tion 
92.4 2 3 
92. 2 2, 9 
90. 1 2, 6 
88.9 2, ¢ 4 
87.5 2, 4.0 
87.2 l 5 
90. 4 2, 3 
89. 5 2, 4 
2108.3 2 7 
109. 0 2, 217.8 
110.0 2, 161.0 
109. 1 2, 072.3 
103.8 1, 889. 5 
103.0 1, 860. 4 


Total average 


Tot») appro- 
priations 


$8, 948, 000 
9. 076, 360 
9, 212, 750 
9, 336, 377 
8, 873, 900 
8, 833, 700 

8, 733, 738 
496, 200 
713, 000 

300, 317 
416, 700 
408, 200 
298, 535 

003, 500 


Ll, 
11 
ll, 
ll, 
ll 


Average employment is the total number of positions which were filled for a period of 12 months in 


each year 


the equivalent resulting from 3 employees working 4 months eech during the year 
2 Prior to fiscal year 1948, certain clerks, numbering 20 in fiscal year 1947, were paid from an allowance 


for locomotive district inspectors 


among the positions listed as paid for from the epproprir tion 
1948 and subsequent years, these positions were included in the Intter ¢ 


for 


locom otive 
ppropriaticn 


inspecticn 


H 


For example, a position may represent 1 employee working 12 months in a yeer or it may be 
I I . 7 } } 


They were not uncer the classified civil service and were not included 


In f 
ence 


cel year 
there was 


actually no increase in employment for locomotive inspection in fisca] year 1948 or later years 


Appropriations for general expenses for fiscal years 1940 to 1953, inclusive 


Estimated 
cost of con 
gressional 
salary in- 


Total appro- 


f 1SCe sar 
I al yea priations'! 


creases * 


, 867, 000 
, 968, 550 
8, 104, 940 
8, 152, 142 
7, 605, 000 
7, 499, 700 
eee 7, 410, 338 | 
on . 9, 043, 100 
9, 200, 000 
9, 710, 317 
9, 761, 700 
9, 718, 600 
9, 479, 935 
9, 319, 500 


$ 


‘ 








Overtime pay 
under Public 
Law 821, 77th 
Cong., and 

; Public Law 

49, 78th Cong. 


$511,317 
935, 363 
890, 409 
98, 940 





) 
2, 324, 025 

315, 841 figs . 
786, 107 

2, 738, 858 . + 


Amount avail- 
ible for other 
than estimated 
congressional 
salary in- 
creases and 
overtime pay 


$7, 867, 000 
968, 550 
8, 104, 940 
7, 640, 825 
6, 669, 637 
6, 609, 291 
6. 563, 002 
454, 126 


622, { 















INNNN 


437, 675 
, 402, 759 
, 693, 828 
580, 642 


1 Actual appropriations made by Congress excluding those for the Bureau of Locomotive Inspection and 


the Bureau of Safety. 


2 Amounts were computed by multiplying the average increase per year resulting from the applicable 
congressional laws which increased Federal employees’ salaries by the average employment for each year. 
In determining the average employment for this purpose, the Commissioners and the approximately 20 
employees whose wages are established by the Interdepartmental Wage Board were excluded. 


Source 


Interstate Commerce Commission’s 66th Annual Report, p. 143. 
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Average employment per year from the appropriations for general expenses for fiscal 
years 1940 to 1958, inclusive 





Index of Index of 

Average average Average average 

Fiscal year employment employ- Fiseal year employment | employ- 

per year ! ment per year ! ment 

} (1940=100 (1940= 100) 
1940 2, 439. 9 100 1947 2, 025. 7 83 
1941 j ‘s 2, 521.4 103 1948. 2,011.1 82 
1942. _ . 2, 447. 6 100 1949 1, 978.8 81 
1943 2, 149. 6 AS 1950_ 1, 920. 0 79 
ee 1, 865. 3 76 1951. . 1, 833. 7 75 
1945... ‘ 1, 747.6 72 1952 1, 662. 0 68 
ha ee bite 1, 839. 3 75 1953 . 21, 634.0 67 


1 Average employment is the total number of positions which were filled for a period of 12 monthsin 
each year. For example, a position may represent 1 employee working 12 months in a year or it may be 
the equivalent resulting from 3 employees working 4 months each during the year. 

Estimated. 


Source: Interstate Commerce Commission’s 66th Annual Report, p. 143 


Senator ELLenper. I wonder if you could answer the question I 
have just asked him. 

Senator Satronsrauu. I was going to ask it in what I hoped was a 
little more technical form. Are you satisfied that the revised esti- 
mates which you are presenting are in the best interests of the travel- 
ing public and provide reasonable funds with which to carry out your 
duties and responsibilities for the problems and safety of the public? 

Mr. AuiprepGe. I do. 

Senator Sauronstauu. That is the revised figure ? 

Mr. Auiprepee. No; I would prefer to have, and I think we need and 
can properly use the amount we originally requested of the Budget 
Bureau. 

Senator Maysanx. How much was that? 

Mr. AtiprepGr. $15,515,000. 

Senator Maypanxk. You want $4 million more than the House gave 
you? 

Mr. Auuprepoe. Yes. 

Senator SauronsraLy. You want $3 million more than the original 
Truman budget? 

Mr. AuuprepGe. Yes; that is what we requested of the Budget Bu- 
reau in the first instance. They reinvestigated and did not permit us 
to use it, and in the Truman budget they gave us approximately $1 
million more than we had last year. Now, if I had to advocate here 
what we can get along on, I believe I would advocate that. 

Senator Extenver. Mr. Alldredge, it is not a question of getting 
along. Will you tell us why, in your opinion, it is necessary to have 
as much as $15 million plus? 


NEED FOR ADDITIONAL PERSONNEL 


Mr. Atuiprepver. We are running severely behind in our work and 
we are simply not going to keep up without more personnel and we 

can’t get the personnel without more money. When you get time to 
examine these statements which I have filed, particularly the tabular 
statements, you will see why. 

The average enplepcanit of the Commission for all purposes in 
1940 was 2,649. Now, in 1953, that has dropped to 1,860, and with that 
much of a reduction in our personnel we simply 
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Senator Maypank. Mr. Alldredge, do you tell this committee that 
you want $4 million more? 

Mr. AuuprepGe. I said that is what we asked. 

Senator Maysanx. What can you get by with in the interests, 
the Chair said, of the protection of the t traveling public? 

Mr. Auuprepce. We would have to get by on anything you give us. 
It is what can we make the most profitable use of. 

Senator Maypank. Yes. 

Mr. Attprepce. What the budget first recommended to the House 
committee. 

Senator Maysank. That would be far less than $15 million? 

Mr. Atipreper. Yes, that would be a total of $12 million. 

Senator Maysanx. The Truman budget was $12 million. You said 
you wanted $14 million. 

Mr. Auuprepce. I said we originally asked for that and we can make 
use of it if we had it. 

Senator Maypank. The taxpayers have to make use of their money, 
too. 




















BACKLOG 





Senator Eittenper. How much backlog do you have? 

Mr. AtuprepGr. We have at the present time, counting cases that 
will have to be decided on records and not applications, about 3,600. 

Senator ELLENpDER. Now at hand? 

Mr. ALuprepGe. Yes; undecided. 

Senator ELLenDer. How long will it take you to rid yourself of this 
excess ? 

Mr. Avutpreper. Of that many cases? 

Senator ELLenper. Yes. 

Mr. Axuprepcr. If we did not have any more filed, it would prob- 
ably take 2 years, but there will be a great many more filed before 
we can take those up. 






EFFECT ON PUBLIC 

















Senator ELttenper. How does the public suffer because of the lag 
in deciding these cases ? 

Mr. ALLDREDGE. It suffers through the delay. 
Senator ELLENDER. In other words, what is involved ? 





PENDING APPLICATIONS 


Mr. AuLpreDGE. Out of that number there are ‘pending about 2,300 
applications for motor carrier rights; there are about 257 cases in- 
volving such things as the reorganization of salleuadle or the issuance 
of securities by railroads; there are some 400 rate cases of small and 
large caliber, and others. 

Senator Maenuson. Those rate cases are continually coming, all 
the time ? 

Mr. Autipreper. These applications for rights are too, and transfer 
applications, applications for transfer of operating rights by motor 
carriers, some 510. Now, the longer those are delayed, ‘the more they 
suffer if they have any real financial interest involved, and they usually 
do, and frequently the public is in need of the service. 
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Senator Macanuson. Is this not true, Mr. Commissioner: For in 
stance, you take a motor carrier operating under the license. He has 
made an application for a transfer, maybe a sale. As long as that is 
pending, he is not looking ahead ‘and putting in new services that 
possibly the public wants. He is going to wait and see how you decide 
that. So it delays any expansion that the public may need in a cer- 
tain motor carrier route, and that is true with all forms of trans- 
portation. 

The minute they get the application in until it is decided it has a 
tendency to keep them in status quo, so the public does not get the 
benefit of progressive planning for public services. 

Mr. Atvpreper. That is true. 

Senator Magnuson. In this, it is the money that you have to spend 
for progress later. You do not save anything by skimping ¢ 

Mr. Avuprepce. But we are criticized in the meantime. 

Senator Magnuson. You have some bad delays. We went into 
that in the Interstate and Foreign Commerce Committee. Sometimes 
it is a year, 2 years, 3 years, 4 years. 


RAILROAD SAFETY 


Senator Satronsraty. Now, Mr. Alldredge, on railroad safety the 
House allowed you the same amount as you had last year which is also 
the same amount as in the revised budget. On locomotive inspection 
itis the same. On general expenses, the House allowed you approxi- 
mately $150,000 more than last year, but approximately $350,000 less 
than the revised budget called for. What you are applying for is 
the question of the number of men that you can get, as many as you 
can get on your expense account up to the amount of the revised 
amount or even more if the committee sees fit ? 

Mr. Auupreper. That is correct, Senator. Our staff has been re- 
duced to the point where it is simply impossible to take care of the 
work that comes to the Commission with any degree of promptness. 

By the way, Senator, Commissioner Patterson, as you know, is in 
immediate charge of this safety work that you mentioned, and he 
submitted a memorandum for me to read into the record, if you will 
permit. It is very short. 

Senator Satronstatt. You may proceed. 

Mr. Auuprepcr. Mr. Patterson says— 

For each of the Bureaus named 
that is, railroad safety and locomotive inspection— 
the last recommendation of the Bureau of Budget and the House Committee on 
Appropriations has provided in the bill which it reported out exactly the same 
amount for the 1954 fiscal year as was appropriated for these Bureaus for the 
current fiscal year. 

These Bureaus have been working with 90 and 91 percent, respectively, of their 
full organizations during the current fiscal year. If this committee decides to 
continue the inadequate appropriations for these two Bureaus, then, in order to 
obtain the maximum available service from the depleted force of inspectors of 
these Bureaus, it will be necessary to increase the funds available for travel by 
about $80,000 for Safety and $55,000 for Locomotive Inspcetion 
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TRAVEL OF INSPECTORS 


The amounts provided by the Bureau of Budget for travel will permit only 
an average of 10 days per month for each Bureau of Safety inspector and 11 days 
a month for each locomotive inspector. When these men are not traveling their 
time on duty is not being economically utilized. To obtain maximum results 
from these inspectors, they should each travel an average of at least 15 days a 
month, 


Senator Savtonstaty. Without objection, we will include that in 
the record. 
(The document referred to follows :) 


SUREAUS OF SAFETY AND LOCOMOTIVE INSPECTION 


Commissioner Patterson, to whom the Bureaus of Safety and Locomotive In- 
spection report, intended to be here yesterday but is not able to be here today 
because of a hearing previously set with respect to the recent accident on the 
Atlantic Coast Line Railroad. He suggests that I give you the following per 
tinent information. 

For each of the Bureaus named, the last recommendations of the Bureau of 

sudget and the House Committee on Appropriations has provided in the bill 
which it reported out exactly the same amount for the 1954 fiscal year as was 
appropriated for these Bureaus for the current fiscal year. 

These Bureaus have been working with 90 and 91 percent, respectively, of 
their full organizations during the current fiscal year. If this committee de- 
cides to continue the inadequate appropriations for these two Bureaus, then, 
in order to obtain the maximum available service from the depleted force of in- 
spectors of these Bureaus, it will be necessary to increase the funds available 
for travel by about $80,000 for safety and $55,000 for Locomotive Inspection. 

The amounts provided by the Bureau of the Budget for travel will permit 
only an average of 10 days per month for each Bureau of Safety inspector and 
11 days a month for each locomotive inspector. When these men are not travel- 
ing, their time on duty is not being economically utilized. To obtain maximum 
results from these inspectors they should each travel an average of at least 15 
days a month. 

INCREASE IN RAILWAY ACCIDENTS 


Senator Sarronstauy. Is there anything more that you care to put 
in the record ? 

Senator Maenuson. I want to ask one question. Would the lack 
of appropriations for this railway-safety work have anything to do, 
in your opinion, with the great increase in railroad acc idents over 
the past years? 

Mr. Atipreper. Commissioner Patterson thinks it has an effect. 

Senator Magnuson. That is what I thought, too. 

Senator Satronstatn. Mr. Alldredge, you have stated that you 
wished the full amount of the revised budget and you would like even 
more if you could have it. Now, have you any thing to add? 

Mr. Atuprener. Yes, sir. I have read in Mr. Patterson’s statement. 

Senator Sarronstatn. That was with relation to railroad safety ? 

Mr. Atuprepce. Railroad safety and locomotive inspection; yes, 
sir. 

Senator SartonstaLu. Have you anything to add to that statement 
on those two subjects? 

On those two subjects, the House granted you the full amount of 
the revised budget ? 
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LIMITED TRAVEL OF INSPECTORS 


Mr. Auitpreper. I think it did. No increase in personnel is contem- 
plated in those two bureaus. It is only sufficient travel money that is 
desired because those men have to travel to do their work. I under- 
stand that they have been limited to travel of about 10 days a month 
and Commissioner Patterson thinks that efficiency in that field de- 
mands travel of about 15 days a month per inspector. 

Senator Extenper. Did you want to say any more on this travel? 

Mr. AtuprepGe. No. 

Mr. Manarrie. May I take upa subject that I am particularly inter- 
ested in? Is this a good time? 

Senator SatronstaLu. Well, if Mr. Alldredge is through. 

Mr. AuuprepGe. He is assisting me in presenting this. He is espe- 
cially in charge of our budget. 

Senator SatronstTaLu. Let me ask on this question of travel before 
we get away from it: The House cut the travel from $230,650 to 
$213,000 ? 

Mr. Manarrre. That is correct. 

Senator SatronstaLL. And you would like that travel put back to 
the original figure. 

Mr. Manarrie. Yes, sir; we certainly need that because the defi- 
ciency in travel money is one of the things that makes us the most 
trouble. We cannot bring people in from all over the country to try 
cases. We have had to forego a lot of hearings in the last year be- 
cause we did not have the money to send examiners out to hold them 


where they must be heard if service is properly to be done. 


DISTRICT OFFICES 


Senator Magnuson. May I ask one question? Are there permanent 
examiners in your district offices, or do they all come from the home 
office ? 

Mr. Manarriz. We used to have three hearing examiners that we 
kept permanently in the field. We have only two outside of Washing- 
ton now. 

Senator Magnuson. Where are they ? 

Mr. Manarrte. One in San Francisco and one in Atianta. 

Senator Magnuson. But you do not have them in the other district 
offices ? 

Mr. Manarrte. We do not, but that is something we hope to do. 

Senator Maenuson. In your reorganization, do you contemplate 
the possibility of having some of these hearing people in these district 
offices who would be there permanently ? 

Mr. Manarrie. That is one of the recommendations of the Wolfe 
report, and it is sound. 

Senator Macnuson. It seems that it would be sounder and more eco- 
nomical to. 
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HOUSE REDUCTION OF TRAVEL APPROPRIATION 


Senator ELLenpver. To what extent has the House cut the appropria- 
tion for travel? 

Mr. Manarrie. The last Budget Bureau estimate. 

Senator ELLenper. You mean the revised estimate / 

Mr. Manarrie. The revised estimate which came from the Bureau 
of the Budget increased travel under general appropriations, $60,000 
over this year. The House cut it $18,000 under the appropriation for 
this year. 

Senator ELLenper. That is a total then of $78,000 altogether ? 

Mr. Manarrre. That is right. 

Senator Ex.enper. Well now, how will that affect your caseload, 
I mean the trial of your caseload ¢ 

Mr. Manarrte. It slows it up. We have had to defer and postpone 
a great many hearings in the last year because of insufficient travel 
money, and they just accumulate. Of course, we do hear the cases 
that can be heard in Washington or with a minimum of travel and 
travel expense, but the cases that are a long way off, we can only hear 
when we can bunch up a good many of them on an itinerary and have 
an examiner hear 20 cases, for instance, on a trip. That is the thing 
that I think clearly is wrong, to cut this travel. It does not save money 
at all. 

FURTHER DISCUSSION ON NEED OF NEW AUTOMOBILES 


Senator SauronsraLu, Now, also the House admitted the purchase 
of nine automobiles for replacement. How many automobiles do you 


have? 

Mr. MAnaAFrir. 132, and 1 truck. 

Senator SALTONSTALL, What is the average mileage on those: do 
you know? 

Mr. Mauarrize. No, but those that we were proposing to trade in, 
and those were replacements, we had a rule that none will be traded 
with less than 60,000, and most are a good deal in excess of that. 

Senator Satronstauu. Will you put in the record at this point the 
number of automobiles that you have with the mileage on them ¢ 

Mr. Manarrie. Yes, sir. I think the mileage is available. Certain- 
ly we will get it. 

(The document referred to follows:) 

The following statement shows the ages, make, and mileage of the 132 automo- 
hiles used by the Interstate Commerce Commission. All automobiles are assigned 
to the Bureau of Motor Carriers’ field offices for the use of district directors, 
district supervisors, and other employees in connection with fieldwork of that 
Bureau. 
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Senator Savronsritt. The type of car, the age and amount of 
mileage. 
Mr. Manmarriz. Yes, sir. We will do that. 
Senator Extenper. What other items did the House either cut or 
reduce ? 
BUREAU OF MOTOR CARRIERS 


Mr. Auitprepce. May I answer that? There is one very serious one, 
Senator, and I have covered it in my prepared statement. But you 
will notice in the report of the House committee at page 17 that it 
says this: 

The committee has specifically denied all requests for funds for work relating 
to safety and field in the Bureau of Motor Carriers, amounting to $1,793,157, 
and requires that this sum be distributed to other work of the Commission 
which the committee regards as of greater importance than the use to which 
such funds are presently being applied. 

In the first place, we are very much puzzled as to what that really 
means. If it means what it seems to say, it would deny any fund to 
pay any field forces in the Motor Carrier Bureau at all. It would 
completely stop all the field work the Commission does in regulating 
motor carriers. 

Senator EL.tenper. With what resulting effect ? 

Mr. Atiprepcr. I do not think the Motor Carrier Act could be 
administered without having the field forces. Now, I know that the 
committee was interested in cutting down the safety work, cutting 
down the expense of safety work, with respect to motor-carrier opera- 
tions. The Commission had requested a modest amount for that pur- 
pose and wanted a few field people to help it administer the Federal 
act. with respect to safety and af hpsicinias this work with the States. 

The committee, I am quite sure, is driving at that particularly, 
and it cut all that out. It has denied the Commission any field forces 
at all in the area of safety. 

Senator Ex.tenper. But it did that simply by denying the money. 
There is no money in the bill. 

Mr. Auupreper. Yes. 

Senator Magnuson. Under the Motor Carrier Act, you have the 
duty to make these field investigations. 

Mr. Atupreper. That is right. We told the committee that. 

Senator Maanuson. You would be severely criticized if something 
happened and you had not made those investigations ? 

Mr. Auupreper. That is what we think. What the committee felt, 
apparently—at least the chairman of it felt that all of that ought 
to be left to the States. But Congress put it in the Federal act that 
we must assume responsibility. 

That is a very serious thing if it stands like it is. 

Senator Exitenper. Are there any other items you would like to 
mention specifically that have been reduced and curtailed by action 
of the House? 

EFFECTS OF REDUCED APPROPRIATIONS 


Mr. Manarrie. Not specifically, Senator. 

One thing I would like to do, if I may, is to call attention to the 
report we have made to the Congress in our last two annual reports on 
the effect of reduced appropriations. On page 142 of our last annual 
report we have gone into it again. We undertook to tell the Congress 
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that the reduction in these appropriations over the years, which has 
brought us under general appropriations from an employment of 
2,510 approximate ly 11 years ago to 1,580 now, a reduction of 930 in 
that time, and a reduction of around 40 percent in personnel, with a 
lot of added work, that the work now just cannot be adequately done. 


SALARY INCREASES 


Senator ELLtenper. In that connection I notice that your appropria- 
tion for general expenses back in 1940, when you had 2,545 employees, 
was $7, 867 000, and here in 1953 with $9,319,500, you were able to 
employ only 1,661 employees. What is that due to? 

Mr. Manarriz. It was due to an increase of about 50 to 55 percent 
in pay and an increase in travel expenses and an increase in everything 
we had to spend money for. 

Senator ELtienper. So, although the Congress has given you more 
money than you had 11 years ago, you just lost about 800 employees? 

Mr. Manarrre. That is right, a little more than that. 

Senator Magnuson. But the same Congress directed that they 
should give pay raises? 

Mr. Manarrte. Yes, and the same Congress gave us a lot more to 
do in that period. 

Senator Extitenpver. Mr. Chairman, in connection with these ques 
tions, I would like to put in this chart for the record, if it can be 
incorporated, figures which show the amount appropriated from year 
to year and the personnel they were able to hire for the amount 
appropriated. 

Senator SALTONSTALL. Without objection, that will be done. 


BUREAU OF WATER CARRIERS AND FREIGHT FORWARDERS 


Mr. Manarrie. Along that same line, Mr. Chairman, we discussed 
the effect of the reduced appropriations and tried to tell it in some 
detail in that report to the Congress, but perhaps I can illustrate the 
situation by taking simply one bureau. 

We have a Bureau of Water Carriers and Freight Forwarders that 
we created when the water-carrier jurisdiction was conferred on the 
Commission and we added freight forwarders later. We have in that 
Bureau at the present time 18 employees we pay out of our funds and 
there are detailed to it 5 from DTA. 

Senator Maypanx. DTA goes out rg (ate 

Mr. Manarrte. I did not know that, but I am apprehensive that it 
may. That will leave us, assuming we can no longer keep those 5, with 
18 employees to handle the work in relation to water carriers and 
freight forwarders. 

Now, it is absurd to think that an adequate job on those two sizable 
industries—they are not large compared with motor transport or rail- 
roads—but there are lots of problems and there are m: any carriers and 
their business has to be handled. 


TOTAL MILES OF INLAND WATERWAYS 


Senator Magnuson. I want to say this, too, along those lines. We 
have 28,000 miles of inland waterways in the United States, more 
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than any other comparable ten countries in the world, and the rates 
are established. And here you have this bureau trying to do it and 
there has been a lot of complaint about it. There are 28,000 miles in 
inland waterways in this country and all of them being used. 

Mr. Manarrie. Of course, we still have some coastwise traffic. 

Senator M AGNUSON. And the coastwise traffic, too, on top of t 

Mr. Manarrir. A little intercoastal, but not much. 

Senator Magnuson. On top of that you have that added. 

Mr. MAHAFFIE. That is the extreme instance, perhaps, because that 
is a bureau with a great deal of work and only a skeleton force. 

Senator Magnuson. Freight forwarders is new. It is not quite 
comparable, but it is going to grow. 

Mr. Manarrigz. And there are a lot of them, too. I am citing that 
Bureau as an extreme instance, but it is reasonably typical of the 
situation throughout the Commission. We have a lot of work that 
ought to be done which we cannot do adequately and promptly. 


REQUESTED INVESTIGATION OF CRITICAL FREIGHT SITUATION 


‘Today there was circulated to the Commission for action a requested 
investigation of a rather large and pretty critical freight situation 
in official territory. I doubt if we can undertake it because of lack of 
help. We would have to put in a great deal of work on it to handle 
it properly. It has not been decided whether we can undertake it 
or not. 

Senator Maenvson. I could probably keep you busy for a couple of 
years on western freight rates. 

Mr. Atuprener. You already have. 

Mr. Manarrie. These things ought to be handled. We are inade 
quately staffed to take on a thing of that kind, which unless it is 
handled, you are going to have a very chaotic freight-rate situation 
in a lot of the territory of this country pretty soon. 


BACKLOG 


Senator Eitenper. Mr. Mahaffie, have you at hand the increase in 
the number of cases by way of backlog in the past 4 or 5 years because 
of your inadequacy of help ? 

Mr. Manarriz. I have the present backlog, Senator. 

Senator ELttenper. How does the backlog of today compare with 
several years back? If you do not have that handy, I wish you would 
furnish that. 

Mr. Manarrte. We can furnish that readily. It has been increasing 

sadily and is worse now than it has been since I have been con- 
nected with the Commission. 

Senator Exvienper. If you will give us that information and in 
addition to that give us an idea of the increased work that has been 
heaped on you by the Congress in the past 5 or 6 years, let us say, 
we will appreciate it. 


Mr. MAHaAFFIE. We will be glad to do that, sit 
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(The information referred to follows. ) 


INCREASE IN THE BACKLOG OF CASES SINCE THE FISCAL YEAR 1948 


With respect to cases involving regulating rates, granting operating authorities, 
approving abandonment of or extensions of railroad lines, financial reorgani- 
zations, and rate agreements between carriers, there were pending 5,709 cases 
on June 30, 1948, as compared with 7,375 such cases pending on June 30, 1952, 
which is an increase of 1,666, or more than 29 percent. 


LEGISLATION ENACTED BY THE CONGRESS SINCE 1948 WHICH HAS ADDED TO THE 
COMMISSION’S WORK 


Section 20b, added by act of April 9, 1948 

Under this section the Commission is required to conduct hearings and prepare 
reports upon applications filed by railroads for approval and authorization of 
modification of any provision of any class or classes of securities of such railroad 
or of any mortgage, indenture, deed of trust, corporate charter, or other instru- 
ment to which any class of its securities are issued. This section contains 
provisions which make the procedure applicable, under specified conditions, to 
railroads reorganizing under section 77 of the Bankruptcy Act or in equity 
receivership, on April 9, 1948. 
Section 5a, added by act of June 17, 1948 

This requires common carriers subject to parts I, II, and III and freight 
forwarders subject to part IV of the act, to make application to the Commission 
for approval of any agreement between carriers relating to rates, fares, classifica 
tions, divisions, allowances, or charges, or rules and regulations pertaining there 
to, or procedures for the joint consideration, initiation or establishment thereof. 
Subsection (7) of section 5a also provides for the filing of complaints as to the 
failure of such agreements, or any condition imposed to conform to the standards 
set forth in the section; and the institution of investigations thereof on the 
Commission’s own motion, 


Section 20c, added July 16, 1952 

This section provides for the recordation by the Commission of any mortgage, 
lease, equipment-trust agreement, conditional-sale agreement, or other instru- 
ment evidencing the mortgage, lease, conditional sale, or bailment of railroad 
rolling stock. 


Section 409, amended by act of December 20, 1950, and fully effective on 
September 20, 1951 

The section permits eommon carriers by highway to transport goods for 
freight forwarders under special contracts instead of under tariff rates. The 
contracts must be filed with the Commission, and it is the Commission’s duty 
to determine whether they are fair and reasonable, particularly in relation to 
the tariff rates which the same carriers charge the general public for the per- 
formances of like service. As of December 31, 1952, there were 24,459 of these 
contracts on file and in effect, involving the payment to motor carriers by freight 
forwarders more than $30 million annually. 
Section 203 (a), amended by act of September 1, 1950 

This amendment extended the Commission’s jurisdiction over motor-carrier 
traffic moving to and from territories and possessions of the United States 
insofar as such transportation takes place in the United States. 


MOTORTRUCK SAFETY 


Senator Maanuson. I want again to get on that motortruck safety 
thing. The way it is now, each State has their rules and regulations. 
That is correct, is it not? 

Mr. Auuprepor. Yes. 

Senator Magnuson. But a truck in interstate commerce, do you 
supplement their inspection or do you have certain rules countrywise ? 

Mr. Atupreper. Senator, we try to supplement what they do. We 
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have never tried to displace their work or their jurisdiction. You, of 
course, know that is one of the most delicate fields in which the Federal 
Government operates. 

Chairman Phillips of the House was very openly of the opinion that 
that ought to be left to the States altogether. 

Senator Maypank. Why can it not be? 

Mr. Auupreper. There are some things that the States could not 
handle. A motor carrier operating across the State lines of a half- 
dozen States might be complying with the laws and regulations of 
some of them and violating the others, and his office might be so far 
distant he could not be reached as a practical matter. That is one of 
the reasons. 

Some of this enforcement work has to be done at the origin where 
the home offices are kept and the motor carriers’ operations are 
directed. 

STATE LAWS 


Senator Magnuson. In other words, where the motor carrier starts 
out on the journey across many States, you used to operate in that 
field there and try and help the States enforce their own laws? 

Mr. iaceanen That is right. 

Senator Mayspank. The Interstate Commerce Commission never 
did enforce any laws in the State of South Carolina when I was down 
there. 

Senator Magnuson. I mean when the vehicle starts this inspector 
knows what the laws of South Carolina are so that he would say to 
the home oflice, “You had better get that vehicle in shape to comply 
with that.” 

Senator MaysBank. To make the motor carrier do that ? 

Senator Magnuson. Yes. 

Mr. AuuprepGe. Now, there is another feature of motor-carrier 
safety. I am in thorough agreement with the idea of letting the 
States do just as much as they will in the enforcement of safety on 
their highways, but Congress has evidently felt that there are some 
things they cannot do efficiently. 

Senator Maypank. It is more than safety, it is truckloads and 
everything else. 

Senator Magnuson. It has caused a lot of trouble in trucking in 
interstate commerce. You have had a study, I think, under considera- 
tion down there and you have always cooperated in an attempt to get 
some uniform State laws on this matter. How is that progressing / 
Are you making progress on that? 

Mr. Atuprepce. Yes, sir. 

Senator Magnuson. You take an example, say out in my State. A 
truck leaving Seattle, complying with the State of Washington laws 
then he gets to the Oregon line, and there is a different set. He has 
to stop and go through all this. Now, that has been put together. 
Now, these fellows, as I recall, would help a great deal in helping the 
States put this stuff together. 

Mr. Atupreper. That is right, Senator. 

Senator Maypank. I was not questioning what you are trying to do. 
I just misunderstood what the Senator was saying. 

Mr. Auupreper. We are helping the States get together on uni- 
formity of regulations. 
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Now, there is another element of safety that I do not think the States 
would even claim the right to regulate and that is the actual trans 
portation of explosives and other dangerous articles. Congress has 
regulated that subject in connection with the transportation of all 
types of carriers, but you have to go back to the source of origin of 
those dangerous materials and deal with them there if you expect to 
accomplish very much in the matter of safety, because there is where 
they are prepared and they must be prepared uniformly for shipment 
by all types of carriers and between all places. 

Now, that is a very important part of safety work. 

Senator Maysank. Have you had many of those explosions ? 

Mr. Atuprepce. Yes, sir. 

Senator Maysank. How many have you had? 

Mr. Atuprepee. I do not know what the total number is. I had 
some information on it the other day. 

Senator Mayrnank. You had a tremendous explosion down in my 
home in North Carolina. 

Mr. Atiprence. Yes. There was one in one of the tunnels entering 
New York not long ago. 

Senator Maypank. I was wondering how it was, generally. 

Senator Maenvson. In other words, your idea would be where the 
dangerous cargo would be loaded that that is where the job should 
be done before they start out across all the States, even though the 
States all have good laws on the matter ? 

Mr. Avtpreper. That is right, and packing the shipments for safe 
transportation. 

Senator Magnuson. Right packaging and safety work. 

Mr. Atupreper. That is right. 

Senator Maypank. Do you have the figures on how many you have? 

Mr. Manarrie. I have the number of accidents but not of the kind 
you had in mind. - But motor carrier accidents reported to us last 
year were 35.276. Railroad accidents were 8,664. ‘That is railroad 
accident work. 

Now, we get reports on those and investigate the more important 
ones and try to find out what ought to be done to prevent any more 
of them. While we are on the safety work—— 

Senator Maynank. Does the safety work apply to something like 
the wreck in Dillon, S. C.? 

Mr. Manmarrie. Yes, sir. 

Mr. Auuipreper. That is where Commissioner Patterson is today. 
That is the reason he did not appear here. 

Senator Maynank. I read about it in the paper. I just wondered. 


TOTAL SAFETY INSPECTORS 


Mr. Manarriz. We have in this motor-carrier safety work only 18 
safety inspectors for the entire United States. 

Senator Maysank. What about trains? 

Mr. Auupreper. A little over 100. We had in 1953 an average of 
123 people in the railroad-safety work and 103 in locomotive inspec- 
tion. 
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Mr. Manarrir. Now, 18 safety inspectors in motor-carrier work we 
cannot possibly police it and do not try to It is simple, as the Sen 
ator said, educational and preventive work around terminals and 
getting safety programs going. These fellows cannot et ont and 
watch them on the road. 

Senator M AGNUSON.,. They doa lot of aood work, too. 

Mr. Manarrir. I think the work is valuable indeed and I thin} 
is a shame to curtail it because nobody else can do it. 

Senator Magnuson. Motor carriers have no resentment atall. The \ 
are glad that these people are there to help them get the thing in shape. 


ao 


REDUCTION OF INSURANCE RATES 


Mr. Mauarrie. It has been very profitable for the motor 
Their insurance rates have been greatly reduced as a re 
accident-prevention programs our people have set p to 
helped get instituted. 
senator MAGNUSON. : thé . I t the House 


11 


Mr. Manarrie. That 


Senator Maybank. Do the motor carriers pay any Federal tax 

Mr. Manarrim. Yes, sir, once in a while I hear one will kick about 

‘ing in excess-profits brackets. 

Senator Maypank. They pay license tax? 

Mr. Manarriz. Yes. 

Senator Maypank. They pay truck taxes / 

Mr. MauaArriz. Yes. 

Senator Maypank. They pay interstate commerce taxes / 

Mr. Manarriz. Yes. 

Senator MAYBANK. There ] some llcome to the Federal Gover! 
ment from the motor carriers ? 

Mr. Manarrin. Very definitely; yes, sir. 


WOLF MANAGEMENT ENGINEERING CO. 


Senator Sauronstrautt. Mr. Alldredge, have you seen the report of 
this Wolf Management Engineering Co. to which the House com 
mittee refers ¢ 

Mr. AuuprepGe. Yes, sir. 

Senator SaLtronsrau.. Do you approve of it? 

Mr. Auiprepere. Yes, sir; the Commission has accepted it in prin- 
ciple. It has already taken some steps to put it into effect. 

Senator SALTronsTaLL. You are going to work along the lines of 
that report ? 

Mr. AuuprepGe. That is right. 

Senator SALTONSTALL. Is it going to cost you any money to put 
that report into effect 

Mr. Auuprepee. Yes, sir; it will. Iam glad you mentioned it. We 
have asked for a deficiency of $80,000 to put it into effect, but we 
have not received approval of it. You will find upon reading it that 
it recommends a greater staff of employees than we now have. It 
recommended the immediate employment of something like 55 pro- 


82743—53 16 
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fessional people to bring the work of the Commission up to a prope 
level. 

Senator Savronsrau.. Then there is nothing that this committee 
should do about that at the present moment / 

Mr. Auipreper. Other than to help us get enough money. 

Senator SavronstTau.. Are there any further questions of the LCC / 

Senator Magnuson. | want to call the committee’s attention to the 
second statement by the chairman in which they call attention on 
page 7 to what the Wolf report says. They call attention to the fact 
that this Commission serves a segment of 7 percent of the total in 
come, 3 percent of the total labor force, and their studies indicate it 
is necessary to increase the number of employees and corresponding!) 
the budget peers jation ought to reduce quickly the number of cases 
pending and to facilitate the adoption of measures to increase the 
efficiency of the Grakaiiatien in the near future. The House referred 
to that somewhat critically, but I think if you read the whole report, 
we should do what the Commission suggests. 

Mr. Atiprencr. Mr. Knudson wanted to say something. 

Senator SavronsratL. Mr. Knudson. 


DEFENSE TRANSPORT ADMINISTRATION 


Mr. Knupson. Yes; as you know, Senator Saltonstall, 1 am not 
only a Commissioner but I am Administrator of the Defense Trans 
port Administration. As Senator Maybank has indicated, there is 
no certain prospect that that organization will continue next year. 
Personally, I hope the time has come when we can do away with all 


of these defense agencies. I would like to put full time on the Com 
mission, but it is in part 

Senator Maysank. You did not get 2 salaries and you did a job in 
2 cases. I was here on the Banking C ommitttee when the *y transferred 
you, and you did a great job in two cases. 

Mr. Knupson. Thank you, Senator. 

This is a problem that immediate ‘ly arises. The Defense Transport 
Adminstration has had last year an appropriation of about $2,200,000, 
Of that amount we have allocated to the Commission as a working 
fund about $1,125,000. That has been in support of about 80 field 
agents and the Bureau of Service to keep the freight-car supply in 
operation. 

Senator Maysank. Do you mind if I interrupt ? 

Senator SAvTonsTaALh. No. 

Senator Maynank. In other words, if the ODM and the control bill 
goes out and the money that we had appropriated to them, that they 
turned back to this Commission, they will have $1,200,000 less? 

Mr. Knupson. They will not have $1,200,000 less out of the appro 
priation made for them but they will have $1,125,000 less on which to 
operate the Bureau of Service and part of the Bureau of Motor 
Carriers. 

What I have done, as I have explained to your committee before, is 
not establish any DTA field offices. We have used the Commission 
field offices. 

Senator Maynank. I want the record to show that if this is out, the 
Interstate Commerce Commission will be short of a million dollars 
to carry on the work through them. 

Mr. Knupson. That is right. 
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FREIGHT-CAR SHORTAGES 


Now, in support of that, may I say that we are going to continue 
to have for about 2 years some rather serious freight-car shortages. 
They will show up particularly when the grain season begins to come 
along and harvesting season. There will be some shortages in open- 
top cars for hauling ore and that sort of thing, seasonally. If we have 
a heavy winter next year, we can reasonably expect a general-car 
shortage beginning about October. 

Now, we have a car-buil ling program which is not completed. I 
have just a few figures. The car-building program is not measured 
up to our expectations. ‘The class 1 railroads and the railroad control 
refrigerator car lines from January 1, 1949—- 

Senator Maypank. The Chairman said he did not mind my inter- 
rupting. Can you get. all the materials you want to do it with now? 

Mr. Knupson. We think we will have the materials flowing to the 

car-building plants in June of this year. 

Senator Maynank. But you have been short of them ¢ 

Mr. Knupson. We have been seriously short. 

Senator Maypank. You have not had the copper, aluminum, and 
steel ? 

Mr. Knupson. That is right. 

Senator Maynank. So you are not going to get the materials until 
June é 

INCREASE IN FREIGHT-CAR BUILDING 


Mr. Knupson. We believe in June the car-building plants will 


start building 10,00 cars a month. They have been building about, 
something like between 4,000 and 7,000, 

Senator Maypank. That was because they could not get the ma 
terials to build them with ?¢ 

Mr. Knupson. That is right. 

Senator Maynank. Allocations? 

Mr. Knupson. That is right. They have built only 293,693 cars 
from January 1, 1949, to February 1953, inclusive. They have 
scrapped during that time 287,743 cars, which makes a gain, a net 
gain, of only 5 950 cars. 

As of January 1, 1953, the class I railroads and railroad control 
refrigerator car lines had ownership 1,762,510 cars, which is ap- 
proximately 100,00 cars of what we estimate to be the need of the 
railroads of this count ry. 

Now, I cite these figures only to demonstrate that for 2 years at 
least we are going to have the need of these service agents in the 
field, in the Bureau of Service of the Interstate Comerce Commision. 
Now, we asked the Budget Bureau to reflect in its budget to the Con 
gress an amount of about $800,000 in support of these agents. For 
the reason I assume that they thought that the Defense Transport 
Administration would continue in operation next year, that amount 
was not included in the so-called Eisenhower budget. 

Senator Maysank. The President recommended certain controls 
be carried on after June 30. The control law is on standby for these 
ulloecations and priorities which are going to be tough on certain 
things. 
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Is there any money for the Defense Transportation so far as 
railroads or trucks are concerned to make certain that they get a 
of it? Are they going to pay anybody to see that the railroads 
their share or are they going to turn it all over to the Army ? 

Mr. Knupson. If I understand your question, the controlled 1 
terials plan will zo out of the window fabout the Ist of July. 

Senator Mayzanx. Ido not think so. I think that will be renewed 
That is my guess. 

STEEL SHORTAGE 


Mr. Knupson. There will then be some kind of free market. It will 
still be difficult for the transportation car builders, truck builders and 
others to get steel because we will have a continuing shortage. ; 
will not have a DPA, an NPA and other Government organizations 
help them get it. 

Senator Maysanx. What kind of steel is so short? 

Mr. Knupson. Plate, particularly, and the steel that goes to makin 
railroad rails. The steel capacity that has been added all during th 
defense buildup has not provided for a single pound of that kind of 
steel. 

Senator Maynank. It was added for the military. 

Mr. Knupson. That is right. So to come back to the point 1 
wish to make, in relation to the Interstate Commerce Commission, 
that commission, if DPA goes out and cannot allocate to it next year 
money in support of the Bureau of Service, will be handicapped to get 
the cars to the farmers and shippers of this country if and when 
needed. 

Senator Satronsta.y. To get down to figures, you are getting some 
thing over $2 million for defense transportation / 


DEFENSE TRANSPORTATION 


Mr. Knupson. Yes, sir; but I have cut the organization down now 
so it is only a fraction. 

Senator SaLtronsTaLui. You are getting over $2 million? 

Mr. Knupson. Yes. 

Senator SatronstaLu. Now, if that is entirely eliminated, then the 
ICC will be short $1,250,000? 

Mr. Knupson. That is what we gave to the ICC this year to hire 
80 field agents in the Bureau of Service, 42 in the Bureau of Motor 
Carriers, and a few clerks to supplement them to do DTA work, not 
LCC work, and 5 in the Bureau of Water Carriers. 

Now, if DTA continues, I do not expect to ask the Congress for 

$2,200,000 next year. I think we can live on a very small “fraction 
of th: at, but we are still going to have this problem of supervising the 
car supply in the country and this budget that you have before you 
does not have the item of about $700, 000 7 in that that will be needed to 
marshall these cars for the shippers of this country if DTA cannot 
supply the working fund. 

Senator Sauronstatt. Then what you say is that this budget should 
be increased by $700,000 if the Congress determines that that service 
should be continued, even if the defense transportation is not con- 
tinued ¢ 

Mr. Knupson. Yes, sir; that is right. 
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Senator SALTonNsTALL. So if that amount is added to the ICC budget, 
assuming the defense transportation is eliminated entirely, that will 
carry on this service of providing and regulating cars in shortage 
areas ¢ 

ae Knupson. Yes. There ought to be a smal? amount for the four 

- five people we have added to the Bureau of Water Carriers. I 
vieaenian, as Senator Magnuson pointed out, the weakness of that 
Bureau to do the DTA, ICC job, and we put up a working fund for 
that Bureau. I hope that this committee will see fit to sustain the 
Bureau of Water Carriers at that working level when DTA goes out 
of the picture. We have also advanced some to the Bureau of Motor 
Carriers. 

Senator Magnuson. I a Mr. Knudson, that 3 or 4 years 
ago we went into this car shortage in great detail. Among other 
things that we found, we found that although the railroads had placed 
orders for cars, that the minute there was a slight recession in 1947 
or 1948 they canceled these orders. Are they cooper ating now in 
placing orders ? 

NEW-CAR ORDERS 


Mr. Kwnupson. The railroads have about 77.000 on order now. 
They have assured me that, contingent on one or two things, they will 
place about 200,000 more car orders. They are worried at the moment 
about the freight-rate structure. They do not know, for instance, 
whether the Commission deadline on this last general rate increase 
will be made permanent. They are a little worried about the drop 
in traffic at the moment, but they are still being guided by the incentive 


of this tax amortization, and it is my personal view that we will have 
about. 200,000 more cars ordered by the railroads within the next year. 

Senator Magnuson. So they do not get frightened again and do 
the same thing which caused the main part of the shortage some years 
ago. 

Mr. Knupson. We must not allow them to do that until we get 
1,865,000 freight cars. 

DEMURRAGE CHARGES 


Senator Magnuson. Have they done anything about the demurrage 
charges at all, the railroads? They told us they were going to get 
together and try to work out a better system of demurrage charges 
at. that time. 

Mr. Knupson. Are you talking about demurrage or per diem? 

Senator Magnuson. Per diem, both. 

Mr. Knupson. We have had penalty demurrage-service orders in 
effect all during these car emergencies. The railroads and the ship 
pers alike have shown good spir it in observing the restrictions of those 
service orders. The Commission, as you know, has asked for a con- 
gressional amendment to the ICC Act to make it possible for us to 
prescribe per diem rates as well as demurrage charges. At present 
we cannot do it because of a court decision outstanding against us. 

Senator Magnuson. Has the whole thing, though, led to a better, 
a faster turnaround because we have been working on this thing? 

Mr. Knupson. There have been a good many factors. The diesel- 
ization of railroads, the general betterment of their cooperation with 
the Commission, and a good many things have bettered the turnaround 





244 FIRST INDEPENDENT OFFICES APPROPRIATIONS, 1954 


time. But we will still have, in spite of that, for 2 years period 
serious car shortages. 

Senator SarronsTaty. Thank you, Mr. Knudson. 

Any other questions?) Thank you, gentlemen of the ICC. 

The Chair respectfully states because of the hour that we will 
try to conclude this afternoon, because the Chair knows that mem- 
bers of the committee have their own office work, as well as on the 
floor, with the National Capital Housing, the National Capital Plan 
ning, and the Renegotiation Board, and hold over for further hear 
ing at another time the N National Advisory Committee for Aeronautics 
and the National Science Foundation. 

The Chair apologizes to the gentlemen who were w: aiting for these 
hearings. All we can say is that we could not get to you. 

We have also received some correspondence whic h will be included 
in the record. 

(The correspondence referred to follows:) 


WASHINGTON, D. C. 
Senator STYLES BRIDGES, 
Chairman, Senate Appropriations Committee, 
117 Senate Office Building, Washington, D. C.: 

We urgently appeal to you to support increased appropriation for Interstate 
Commerce Commission to $15 million. This Commission urgently needed by 
this entire industry. Its functions absolutely necessary for continuance of 
assistance and order. 

NORTH AMERICAN VAN LINES, 
VIRGIL FREEMAN. 
Fort WAYNE, IND. 


COMMITTEE FOR PIPELINE COMPANIES, 
Washington, D. C., April 20, 1953. 
Hon. LEVERETT SALTONSTALL, 
United States Senate, Washington, D. C. 

Dear SENATOR SALTONSTALL: Please allow me to again bring your attention 
to a matter pertaining to appropriations for the Interstate Commerce Commis- 
sion, fiscal year 1954. 

I make specific reference to H. R. 4663, a bill making appropriations for the 
Executive Office and sundry independent executive bureaus, boards, commis- 
sions, corporations, agencies, and offices for the fiscal year ending June 30, 1954. 
In connection with appropriations for general expenses for the Interstate Com- 
merce Commission, the bill, on page 26, contains the following language: 

“$9 466,176, of which $100,000 shall be availabie for valuations of pipelines.” 

The oil-pipeline industry is greatly interested in the Commission’s valuation 
of interstate oil lines because pipeline rates have a direct relationship to the 
value of carrier property, both by orders of the Interstate Commerce Commission 
and a United States district court decree. In view of the tremendous physical 
growth in the oil-pipeline industry, current valuations are not only highly 
desirable but are practical necessities to the companies in the industry. 

The oil-pipeline industry would like very much to see the above language 
retained as a part of the final appropriations bill for independent offices, and 
we will greatly appreciate your consideration and help in making certain that 
it is done. A similar provision was contained in the 1953 appropriations for 
the Interstate Commerce Commission, and as a result the Commission’s program 
in pipeline valuations has been considerably accelerated. 

Prior to 4 years ago, the Commission was years behind in the pipeline valua- 
tions. Since then, and in particular 1953, the Commission has made telling 
strides in its efforts to make the program more current. The earmarking of 
funds for this purpose has had a very salutary effect in speeding up the pro- 
cedure. For these reasons we hope that the congressional direction along this 
line will remain in the bill. 

Respectfully yours, 
GorDON CC. LOCKE. 
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(The following letter was later received :) 


INTERSTATE COMMERCE COMMISSION, 
Washington, April 27, 1953 
Hon. LeverETT SALTONSTALI, 
Senate Committee on Appropriations, 
United States Capitol, Washington 25, D. C. 

DEAR SENATOR SALTONSTALL: In accordance with your request there are 
shown below by page and line the changes the Commission deems absolutely 
necessary in H. R. 4663. First Independent Offices Appropriation Act, 1954, 
as passed by the House of Representatives on April 22, 1953. 


INTERSTATE COMMERCE COMMISSION 
GENERAL EXPENSES 
(Estimate, $10,400,000; act, $9,466,176) 
(House hearings, Independent Offices, pt. 1, p. 232) 
(P. 26, line 9) 


(1) Page 26, line 9, strike out “$212,645” and insert in lieu thereof “$318,969”. 

(2) Page 26, line 9, after the semicolon insert the following: “and purchase of 
20 passenger motor vehicles for replacement only :”’ 

(3) Page 26, line 9, strike out “$9,466,176” and insert in’ lieu thereof 
*$10,400,000"’. 

The above-requested changes would bring the appropriation, the limitation 
for travel, and the replacement of automobiles to the basis of the estimates 


included in the printed budget for the fiscal year 1954 


RAILROAD SAFETY 


(Estimate, $1,010,000; act, $974,500 
(House hearings, Independent Offices, pt. 1, p. 282) 
(P. 27, line 5) 


(1) Page 27, line 5, strike out “$163,050” and insert in lieu thereof, “$243,050” 

(2) Page 27, line 5, strike out “$974,500” and insert in lieu thereof “$1,010,000”. 

The changes requested above would provide the same amount for this ap- 
propriation as recommended in the printed budget for 1954, and would provide 
additional travel funds for safety inspectors, the need for which is supported by 
the statement of Commissioner Patterson included in the record of the Senate 
hearings. 


LOCOMOTIVE INSPECTION 
(Estimate, $740,000; act, $709,500) 
(House hearings, Independent Offices, pt. 1, 
(P. 27, lines 12, and 13) 


(1) Page 27, line 12, strike out “$112,620” and insert in lieu thereof “$167,620”. 

(2) Page 27, line 13, strike out “$709,500” and insert in lieu thereof “$740,000”. 

The changes requested above would provide the same amount for this appro- 

priation as recommended in the printed budget for 1954, and would provide ad- 

ditional travel funds for the inspectors of locomotives, the need for which is 

supported by the statement of Commissioner Patterson included in the record 
of the Senate hearings. 
Cordially yours, 

J. HapEN ALLDREDGE, Chairman. 


Senator SaLtronstaLu. We have a distinguished Senator with us 
who wishes to make a statement before we take up other activities. 
Senator Johnson, we will be happy to hear you if you care to speak. 
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INTERSTATE (COMMERCE COMMISSION 


STATEMENT OF HON. EDWIN C. JOHNSON, A UNITED STATES 
SENATOR FROM THE STATE OF COLORADO 


BREAKDOWN IN REGULATION OF SURFACE TRANSPORTATION 


Senator Jomnson. Thank you, Mr. Chairman. I was afraid you 
were going to say “There is that man again.” I do apologize for 
coming here so ofte n to your committee, but I feel so strongly about 
some of these things that I cannot resist the temptation to come and 
talk to you about them. 

I do appreciate your generous consideration of the many things | 
am compelled to come here and present to you. Senator Tobe y asked 
me to present this matter to you teday. I will be just as brief as | 
can. I want to read my statement because I think that it will be 
the interest of saving time. 

Last year, | appet ared before this subcommittee and expressed the 
view that Congress is faced with a complete breakdown im the regula 
tion of surface transportation due to the extreme departmentalizatio. 
of the Interstate Commerce Commission and the lack of funds whic! 
Congress has been making available to them. 

I need not remind you that under the commerce clause of the C on 
stitution, it is the responsibility of Congress to regulate commerce in 
the public interest. Some 66 years ago our predecessors created the 
Interstate Commerce Commission and delegated to it the details of 
regulating the railroads, who at that time enjoyed a monopoly of 
domestic transportation. 

DUTIES ADDED 


In 1906, the regulat 7 of pipeline, pullman companies, and express 
companies was added ; in 1955, motor carriers; in 1940, water carriers 
and private carlines, sha in 1942 regulation of freight forwarders 
was imposed upon the ICC. 

Senator Maynank. Did not Congress impose those duties upon 
the ICC? 

Senator Jounson. Yes, sir. In my judgment they have added a 
lot of work. 

Senator Maypanx. But not the money to carry out the work? 

Senator Jounson. They have not given the Commission sufficient 
funds to carry out the duties which they have imposed upon them. 

However, with each of these additional functions, the Commission 
became more and more compartmentalized and awkward in its opera- 
tion. They just added these new functions on there and they seriously 
need a complete reorganization now. 


CONSTANT DECREASE IN APPROPRIATIONS 


For 10 years the Bureau of the Budget and the Appropriations 
Committees of Congress have trimmed year after year the funds of the 
ICC. If this Commission were better organized, the shortage of 
funds would not quite be so serious but the combination of under 
appropriations and an awkward outmoded operational structure in 
the Commission has proved disastrous. Therefore, last year I sug- 
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gested that the Senate Commerce Committee have a survey made by 
a competent private engineering firm to ascertain what was wrong 
and to suggest a remedy. Congress approved that survey. And I 
might say that I was chairman of the Senate Commerce oe 

Accordingly, bids from engineering firms were requested by our 
committee and the Wolf M: anagement Engineering Co. of Chicago was 
assigned the task. 

Senator Maypank. Was that committee report printed in the House 
hearings, the Wolf committee report ¢ 

Senator Jounson. It was available to the House. They made com- 
ment on it in their report. 

Senator SaLronsrauu. | might Say, gentlemen, if that report was 
carried out, it would require 55 more people on the ICC. 

Senator Jounson. I think that is true. 

Senator Mayspank. Or would it be too much to have that report 
printed? Would it cost too much ? 

Senator Sauronsrauu. I think it would be better to refer to it and 
have it attached. 

Senator Jounson. We have copies available for the members of 
this committee and the whole Appropriations Committee and for 
the Members of the Senate when the matter comes before the Senate. 

Senator Maysank. I will ask that that report be attached to the 
independent offices bill as it is reported. 

Senator SALTONSTALL, Without objection it will be so done. 


COST AND SCOPE OF WOLF REPORT 


Senator Jounson. In my opimion they did a magnificent job. It 
required more than 6 months for them to examine every detail of this 
intricate and involved Commission. The survey cost $33,433. The 
Wolf report pointed out all of the errors and weaknesses in the pro 
cedures and methods of the operation of the ICC and recommended 
sensible organizational changes to cure them. Fortunately, no new 
law is required to put them into effect. Some members of this 11-man 
Commission, as would be anticipated, are not convinced that a major 
change is necessary but the majority of the Commission have realized 
for years that a major operation in the operational structure of the 
Commission has long since been overdue. 

Senator Maysanx. You have “any” here. 

Senator Jounson. “Any” is a little too extreme. 

However, it has been necessary and advisable for the Commission 
to clear with the Office of the President some of the personnel prob- 
lems involved and that has taken considerable time. I am satisfied 
that the Commission has been acting in good faith and has been mov- 
ing toward a sensible and realistic reorganization with sincere de- 
termination. 

The House Appropriations Committee, in their report on the first 
independent offices appropriation bill, 1954, had this to say about the 
ICC, among other things: 

The committee wishes to point out the urgent need for reorganization of this 
agency. Many additional activities have been assigned to it, a majority of them 
during the past twenty years. During that period there has been no substantial 
reorganization of the agency. In this connection, the committee is impressed 
with many of the recommendations contained in the report of the Wolf Manage- 
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ment Engineering Co., of Chicago, Ill., to the Senate Committee on Interstate and 
Foreign Commerce under the date of December 22, 1952. Until a complete re 
organization of the Commission has been effected, and until efficiency has been 
substituted for inefficiency, the committee can see no value in providing additiona] 
funds for this agency. 

I agree wholeheartedly with these conclusions except that the Con- 
gress should give the ICC a reasonable time to reorganize and stream 
line, in line with the Wolf recommendations. However, the ICC i 
loaded down with work and that work must go forward while con- 
version in organization takes place. So I do not agree with the House 
that funds should not be provided. They must be provided if the 
Commission is to do the work which they are called upon to do. 

Senator Maypank. The Senator is one of the most conservative 
Members of the Senate in the appropriating of the taxpayers’ money 
If he feels that in his heart and differs with the House on it, I wi ant 
to say I will give every consideration, serious consideration to it. 

Senator Jounson. I thank you, Senator. If I did not feel so very 
strongly about this, I would not be here today. 

Senator Maynanxk. I would never question that. 

Senator Jounson. The reorganization contemplated by the Wolf 
survey is not automatic. Its adoption will cause considerable con- 
fusion and be upsetting to the work of the Commission unless it is 
put into effect gradually and in an orderly way. 

The Commission’s working forces have been so depleted that it is 
now from a year to 2% years behind in its important case work. 
Many phases of regul: ation vital to the Nation are simply not being 
enforced because the ¢ ‘ommission has too few employees to do the 
work. 

SAFETY OF COMMERCIAL AERONAUTICS CITED 


It is my view that the ICC presiding as it does over the surface 
transportation of this Nation having an investment of more than $35 
billion is a function of government vital to the defense and the welfare 
of the American people. And yet this very year the Congress has 
given to the Civil Aeronautics Administration 16,764 employees and 
$140 million to look after the safety of commercial aeronautics, 

Iam not complaining about the amount of money given to the CAA, 
but I think it is so striking a comparison that it should be mentioned 
here. 

The ICC : the only agency of Government whose workload has 
increased year by year and whose personnel has gone down, down, 
down. This Commission supervises and regulates a $35 billion trans- 
ports ition industry which is vital to our security and to our economy. 
It is a rather sad state of affairs when the Pentagon spends more for 
public relations alone, than the ICC is given for its vast and vital 
job of regulating the transportation industry of the entire United 
States. 
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TRANSPORTATION REQUESTS 


According to the budget transmitted to Congress on January 9, 
appropriation requests for the ensuing year as compared to sums 
actually appropriated by Congress in fiscal 1953 include the following 
requested funds for transportation: 


Civil Aeronautics Administration $200), 228, 000 : 052, 642 
Civil Aeronautics Board 950, 000 800, 000 
Maritime Administration and Federal Maritime Board 231, 490, 000 065, 050 
Bureau of Public Roads 593, 961, 925 59. 000. 000 
Army Engineer Corps (river and harbor projects 13, 000, 000 ), OOO, OOK 
National Medistion Board 1. 168. 000 », O0C 
rennessee Velley Authority (navigation opereticr 2, 000 ? 000 
General Accounting Office (Transportetion Divisior , 517, 000 5, 559, 000 
General Services Administration (traffic management 500, 000 00 
Alaska roads 21, 800, 000 ) 000 
Coast Guard 200, 000, OOK 19 ). 000 


Total “ . 1, 384, 436, 925 l 17, 244, 942 


These calculations do not include employees handling transporta- 
tion in the Departments of Agriculture, Justice, National Defense, 
and many, many others which are so well hidden that the transporta- 
tion employees and transportation expenditures cannot be identified. 


CONSIDERATION FOR REGULATION URGED 


These figures are in shocking contrast with the meager appropria- 
tions made for the Commission which has the responsibility of regu- 
lating the Nation’s surface transportation and carrying out the man- 
dates of the statutes which we have enacted. Thus, we spend over 
$1 billion in the executive departments for transportation, but only 
eleven million for the job of regulating all of our surface transporta- 
tion. It is high time that serious consideration be given to the regu- 
lation of transportation. Every group from every State that deals 
with the ICC is finding their job more difficult because the ICC does 
not have the people to administer the laws Congress has passed. 

I hope most sincerely that this committee will be as considerate as 
possible with the ICC. They need more funds to carry on the many 
tasks which the Congress has delegated to them. At this time they 
need some additional funds to carry out the administrative changes 
recommended in the Wolf report. 

The Wolf Engineering firm estimated that the ICC should have 
about $50,000 to make the conversion which the vy have suggested to 
streamline the ICC. That of course would be in addition to their 
other current needs. 


REDUCTION IN HIGHWAY SAFETY EFFORTS 


And now may I make a brief reference to one cut made by the 
House. It is my understanding that the House cut out completely 
the sum of $1,793,157 which the Budget approved for the Section of 
Safety and the Feld Sections of the Bureau of Motor Carriers. Ata 
time when this Nation is killing more people on our highways than 
all of the earth’s wars, we ought not reduce highway-safety efforts. 
All who travel the highways know the i importance of close supervision 
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of the trucks using our highways. Constant vigilance is a suprem 
necessity as I see it. That is all of my statement. I would like t: 
ask permission to insert in the record at this point a statement b 
Commissioner Hugh Cross on motor-carrier sa fety. 

It is not too long. and I think it should be in the record. 

Senator SaALronsraL. Without objection, that will be done 

(The statement referred to follows. ) 


STATEMENT BY COMMISSIONER Huau Cross on Moror-Carrier SArery 


The Congress has instructed the Commission to formulate regulations for the 
safe transportation of explosives and other dangerous articles within the United 
States which shall be binding upon all interstate common carriers and upon a 
shippers making shipments of such articles via any common carrier engaged jy 
interstate or foreign commerce by land or water (18 U. § C., see, 835) The 
Commission has also been directed to prescribe regulations governing qualifiea 
tions and maximum hours of service of employees and safety of operation and 
standards of equipment (Interstate Commerce Act, sec. 204). The Commission 
has adopted regulations, which are applicable to every bus and truck operating 
in interstate or foreign commerce over publie highways within continental United 
States. For the purpose of drafting and revising such regulations, together with 
the necessary studies, the Commission bas a small staff in Washington. To 
obtain observance of these regulations. we have a skeleton force of 20 safet 
inspectors in the field who receive part-time assistance from other members of 
our limited field force, 

The principal activity of our safety inspectors is the promotion of accident 
prevention programs and observance of our safety regulations by carriers holding 
operating authority from this Commission. The effectiveness of such work is 
illustrated by before and after studies of carriers which have adopted such 
programs, The latest of such studies, covering a total of 423 truckers operating 
a billion and a half truck-miles per year, showed a reduction of 44.5 percent in 
fatalities, 40.4 percent in personal injuries, and 28.3 percent in accidents 

The promotion of safety on the highways is of tremendous importance, Last 
year vehicles of motor carriers holding operating authority from this Commission 
were involved in accidents resulting in the death of over 2,000 persons, injury to 
21,000 persons, and property damage of $35 million. These figures do not include 
unreported accidents of carriers subject to our regulation, vehicles of interstate 
private carriers, exempt truckers of agricultural commodities or livestock. trucks 
operating in and around cities, or trucks of intrastate carriers, The traffic officers 
of the States and municipalities must be relied upon to police the highways and 
enforce traffic laws, but such policing is limited to personal observation of 
driving practices, 

Our Bureau of Motor Carriers reports more than half of the accidents in which 
trucks and buses are involved could be avoided by the use of adequate accident 
prevention programs by fleet owners. Such programs include proper selection 
and training of drivers, continuous inspection of equipment, and constant super 
vision of operations. For failure to comply with our regulations, we can prosecute 
the carriers in the courts, or. as to carriers holding operating authority from 
us, We can, in extreme cases, suspend or revoke the operating authority. No 
State, regardless of its own safety regulations, can protect itself against unsafe 
operation by vehicles of a carrier located in another State, except as to practices 
noticeable from the highway. 

In addition to our work with the carriers, our staff also consults with m nu 
facturers of vehicles and accessories in connection with our study of the causes 
of accidents resulting from improper brakes, tires, structural design, ete As an 
example, when several accidents in different States occurred on the lines of 
different carriers involving a particular make of bus, consultation with the manu 
facturers resulted in a change in design. Other studies showed improper de 
signs of the fifth wheel in combinations, and of braking and lighting facilities 
Our staff works with the State regulatory authorities in an effort to obtain 
uniformity of safety regulations. In this it has been partly successful. but 
there are few States which have regulations as to drivers’ qualifications or prac 
tices as complete as the Commission has prescribed, and it can be said that 
there is a complete lack of uniformity between adjoining States Even where 
regulations are similar, State officials can usually do little about basic accident 








FIRST INDEPENDENT OFFICES APPROPRIATIONS, 1924 25 




















aside from traffic regulations, in connection with interstate 





prevention factors, 
operations. 

With the billions of pounds of explosives being hauled over the highways and 
with the great increase in the types and characteristics of chemicals being trans 
ported by tank trucks, a continuous study of changes in our packaging rules and 
the design of vehicles and containers is required. We are paying special at- 
tention to the accident records and prevention programs of motor carriers which 
apply for the right to transport explosives over the highways. Since the be- 
ginning of the Korean war to June 30, 1952, there have been filed with the Com- 
mission 296 applications for authority to transport explosives and other danger- 
ous articles. In each instance we require a field report on the safety record 
of the applicant before hearing the application. 

Highway traffic has more than doubled in mileage in the past 10 years, with 
little increase in miles of arterial highways. One out of every four vehicles 
operating over the highways in intercity movements is a truck. The hazards 
of highway travel are continually increasing. Maximum safety on the highways 
requires, in addition to enforcement of traffic laws and regulations by State and 
local governments, a greater observance of our safety regulations which have 
been promulgated in compliance with the directives of the Congress. 

With few exceptions truck operators throughout the country are subscribing 
to and putting into practice the safety regulations formulated by the Commis 
sion. They find that it spells increased net earnings in their annual reports, 
and of more importance it reduces accidents, prevent injuries, and saves human 
lives, 

In conclusion, I wish to emphasize two matters meriting most serious consider- 
ation by your committee. One, as much as 80 percent of commercial shipments 
of explosives today is transported by motor vehicles. These road hazards con- 
stantly imperil highway safety. Two, the upward trend of fatalities and in 
juries which I have previously referred to in 1952 as reaching an all-time high 
is illustrated by the following table: 


| 
Calendar year Fatalities Injuries Calendar vear Fatalities Ir 





1951 - 1, 986 22. 070 194¢ ‘ ox 1, 358 
1950 1, 735 18, 906 1045 1, 150 14, 34 
1949 ‘ 1, 471 17, 787 144 1,1 12, 92 
1048 . p c 1, 501 18, 677 1943 1, OF 0), 46 

1947 1, 382 17, 367 1942 1, 124 9, 993 


The only solution presented to our Commission to halt the rising toll is to 
increase the number of our safety staff to accelerate educational programs and 
cooperation with the States. I here emphasize the statement in our 1952 report 
to the Congress, “With an adequate force of safety inspectors to enforce the new 
safety regulations and to foster and encourage the adoption of adequate fleet 
safety programs, we feel that the accident, injury, and death rates of both prop- 
erty and passenger carriers could be substantially reduced.” 


DISCUSSION ON ICC PERSONNEL 


Senator Jonnson. There was one part of my statement that I see 
the girls did not copy. That was with respect to the number of em- 
ployees the ICC now has. They had 1,860 employees last August 
when a count was made. I think the exact figure was 1,859. ‘Ten years 
ago they had more than 2,800, and their work has doubled since that 
time. So it does seem to me these folks are entitled to a great deal of 
consideration in the way of personnel. 

As I understand it, the present budget people think there ought to 
be a further reduction down there of 186 positions. That would be 
10 percent of 1,860. That would be very bad. I do not think they 
could stand that much of a reduction of their present forces. 

The Wolf report contains a very important chapter on the person 
nel of the ICC and it proves that a great many of the employees down 
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there are about to reach the retirement age. They are people holding 
important positions on the staff of the Commission. They are folks 
that we can hardly replace. They have reached the age of retirement 
and they will have to pass out of the picture one of these days. 

The Wolf report recommended 55 new positions above not what is 
there now, but above Meigen the Bureau of the Budget estimated it 
should have for 1953, or above a total of 1,978. The Commission has 
now about 1,800 coaiele on its payroll, so 1 am told by the Chairman of 
the Commission. 

Mr. Chairman, one of the reasons given by the Wolf people when 
they made that recommendation for that increase was that men were 
not being trained to carry on the vital functions on the staff of the 
ICC. As present employees are retired we are going to have green 
help trying to do a very highly technical job. 

The Wolf people, in view of that situation, urged that a new group 
of examiners be brought in and educated and trained so they could 
carry on these important operational functions. 

Senator Savronstauy, Mr. Shafer will be the next witness. 


Support ror Inrerstate CoMMERCE ComMMISSION FUNDS 


STATEMENT OF GEORGE H. SHAFER, GENERAL TRAFFIC MANAGER, 
WEYERHAEUSER SALES CO. 


PREPARED STATEMENT 


Mr. Suarer. If the committee please, 1 am here to support the In- 
terstate Commerce Commission in its request for adequate funds. I 
have distributed a one-page memorandum which shows the organiza- 
tion I represent. 

Senator SauronsTaLL. Without objection, that will be put in the 
record at this point. 

(The statement referred to follows :) 


My name is George H. Shafer. I am serving in the capacity of general traffic 
manager for the Weyerhaeuser Sales Co. (forest products), with offices in the 
First National Bank Building, St. Paul, Minn. I am chairman of the National 
Industrial Traffic League’s special committee on budget of the Interstate Com- 
merce Commission, and this statement is made for that committee on behalf 
of the league at the direction of its membership. 

The additional members of the league’s special committee are as follows: 


R. A. Cooke, manager, traffic department, American Newspaper Publishers Asso 

ciation, New York, N. a 
Alonzo Bennett, vice president, Federal Compress & Warehouse Co., Memphis, 

Tenn. 

W. H. Day, manager, transportation department, Boston Chamber of Commerce, 
soston, Mass. 
F. L. DeGroat, general traffic manager, Jos. Schlitz Brewing Co., Milwaukee, 

Wis. 

F. A. Leffingwell, secretary-treasurer, Southwestern Industrial Traffic League, 

Dallas, Tex. 

J.S. Burchmore (ex officio), counsel, Chicago, 11. 

The National Industrial Traffic League is a voluntary, nonprofit organization 
composed entirely of and representing shippers and receivers of freight trans- 
ported by railroad and other common as well as contract carriers subject to the 
Interstate Commerce Act. The members are situated in all sections of the 
country. They represent almost every kind and type of goods transported in 
interstate commerce, Its membership is composed of both large and small 
shippers, the buyers and users of all types of transportation. 
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Mr. Suarer. I would like to make a few remarks in support of the 
request. 

I may add that the National Industrial Traffic League has a member- 
ship of approximately 1,650. Our members are sc cattered through- 
out the entire Nation; in every State. The league itself freque ntly is 
before the Interstate Commerce Commission in matters in the interest 
of the entire memrship. 

Moreover, various members of the league have individual proceed- 
ings before the Commission at all times. 

I would say that about 4 years ago we began to hear complaints 
from our various members regarding delays in the administration of 
the Interstate Commerce Act. The ‘proceedings were not being han- 
dled with dispatch. The Commission was far behind with its work. 
Taking these complaints into consideration, the league decided to 
reactive a committee that had been in existence years before. It re- 
appointed a special committee on the budget of the Interstate Com- 
merce Commission in an attempt to acquaint the Congress with the 
need for adequate funds for the Commission to administer the act. 

I was glad to see Senator Johnson here before you gentlemen a few 
moments ago because it indicates there is a very close connection be- 
tween the Senate Interstate Commerce Committee which has many 
dealings with the Commission and with this committee. I am some- 
what fearful there is not the same connection in the House, because 
Congressman Wolverton, a good friend of mine, is reported to have 
said a few weeks ago or a few months ago that it had just come to his 
attention, if you ple: ise, for the first time that the Commission was 
in need of additional employees and additional funds. That is not 
the case in the Senate. You have known of it for some time. 

The Senator recounted in some detail the increased responsibilities 
and duties that the Congress has imposed on the Commission since 
1935 and I shall not repeat them except to say this legislation has 
greatly increased the work of the Commission. Our study of the 
Commission indicates clearly that the working tools of the Commis 
sion and the personnel they have to do the work assigned to them by 
the Congress has not kept pace with those added duties and responsi 
bilities. 

COMMISSION EMPLOYEES 


A recent study indicates that the average number of employees in 
1953 was approximately 1,860. Only in 7 years of the last 30 has the 
Commission’s employment been lower than at the present time. It 
is now lower than at any time since 1935 which was before they ex 
panded jurisdiction of the Commission. In fact, there were, we find, 
but 9 years between 1922 and 1935 when the average employment 
exceeded that of 1953, and you will recall during that period the Com 
mission did not have jurisdiction over any of the carriers except the 
railroads. 

EFFECT OF LACK OF FUNDS 


We believe that the Commission is suffering because of lack of funds. 
We think that the time required to dispose of proceedings before the 
Commission and the hearing delays, is ample evidence of that fact. 
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[ need not repeat the amount of the request of the Commission for th« 

1954 budget. I understand they were somewhat over $15 million, ap 
proximately $1514 million, and now through the legislative route th: 
House has passed an appropriation of $11.151.176. Even the Budget 
Bureau recognized the need for increases in Commission funds be 
cause it recommended for 1954 an increase of $1,147,000. 

However, the bill whoo by the House will only provide an increas 
of $147,000. 

Gentlemen, in addition to that, we understand that wage increases 
which the Commission is required to give throughout the fiscal yea: 
1954 will more than consume the small increase the House has granted. 

I should say that the league, as represented by our committee, would 
much rather be before your group asking that appropriations be re 
duced. We are thoroughly familiar with the trend of the times 

(toward economy ) and we approve of it, but we feel that here certainly 
isan exception. The Commission, over a period of years, if we study 
their personnel, if we study the amount of work that has been as 
signed to them and the appropriations, shows that the appropriations 
have not taken into account the increased duties assigned by Congress 
and the effects of inflation in wages. They have, in our opinion, 
from year to year, submitted budgets that were conservative, repre 
senting amounts they honestly believed were needed to carry on the 
work that the Congress delegated to them. It may be that the budget 
request should have been inflated. I do not approve of that as a prac 
tice, but possibly if they had been inflated, they would have come out 
a little better with their appropriations. 

However, we do not favor any “fat” in the Commission’s budget, 
our position is that our organization is desirous that they be awarded 
such funds, sufficient funds, to properly administer the act and to 
bring the work of the Commission up to a current basis and keep it 
there. 

I would like to ask leave, if the Committee please, to insert in the 
record an editorial that appeared in the Traffic World, April 18, 
1953. 

Senator Savronstatn. Without objection, the editorial of the Traf 
fic World will be included in the record. 


(The editorial referred to follows:) 
[Reprinted from Traffic World, April 18, 1953] 
Doers CONGRESS WANT tHE ICC To Dre? 


It is beginning to appear that again the Interstate Commerce Commission is 
to be the victim of a lack of mature responsibility on the part of the instru 
mentalities of the Federal Government that have to do with providing money for 
the Commission to carry on its work. 

We think it is most important to emphasize that the Commission is strictly 
a service agency that must function day by day and week by week, throughout 
the year, to the end that the transportation systems under its jurisdiction may 
provide adequate and efficient service for the American people. We don’t wish 
to make any so-called odious comparisons—but there are some agencies in 
Washington that could be shut down for weeks, and the people would never miss 
them. If the Commission were so shut down, however, the commerce of the 
Nation soon would be thrown into a chaotic state. 

Congress has enacted law after law increasing the regulatory and administra- 
tive duties of the Commission, always—presumably for the reason that sueh 
increase in duties is necessary in the public interest in connection with transpor- 
tation service. 
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We cannot understand why Congress does so increase the work of the Com 

ission from year to year and then does not give it the funds it says are necessary 

» enable it to do the work required of it. The Commission has never padded 

s requests for appropriations It has submitted conservative estimates of its 
financial needs. Since the organization of the Bureau of the Budget, the Cor 

ission has had to submit its estimates to that Bureau, and the latter has 
exercised its authority under the law to change the estimates 

For the fiscal year beginning July 1, 1953, the Commission submitted a total 
estimate of $15,515,000 to the Budget Bureau Chat Bureau initially reduced the 
Commission’s estimate to $12,150,000; later it reduced the estimate further, to 
$11,349,000. That is the estimate that is now before the Appropriations Com 
nittees of the House and Senate. 

Appearing before the independent offices subcommittee of the House Appro 
priations Committee, and testifying with reference to the first estimate submitted 
by the Bureau of the Budget and not the estimate as later revised downward, 
Chairman Alldredge, of the Commission, said : 

“For several years now, because of successive budget limitations, the Com- 
mission has suffered a gradual reduction of its personnel At the same time, 
through new legislation, its duties and responsibilities have been increased. ‘This 
process has gone on so consistently and so long that we have reached the point 
when a reversal of this trend must take place or public regulation of transpor- 
tution in this country will be seriously impaired * * 

“In passing judgment on our budget request I hope the committee will keep 
in mind the fact that the Interstate Commerce Commission has never been an 
extravagant or profligate spender of public funds. Its entire history is one of 
conservatism in this respect. It only seeks now enough funds—and just barely 
enough—to enable it to discharge in a reasonably satisfactory manner the duties 
which Congress, by statute, has laid upon it 

“Our staff all along the line has been badly depleted Excluding the two 
Bureaus—Railroad Safety and Locomotive [nspection—which are treated sep 
arately in the appropriations, the Commission’s staff has decreased from about 
2440 in 1940 to 1,654 in 1953 > % 

“We are simply not able to do all that the statutes command; much work has 
to be left undone, * * * In many areas we have been forced to reduce out 
activities clearly below the minimum level necessary for sound regulation of 
transportation. There was nothing else we could do without taking the drastic 
step of discontinuing the activities altogether. * * *” 

Does such a plea for sustenance of the Commission come only from the Com 
mission itself? It does not. Can it be said that Congress has not been informed 
about the urgency of the Commission’s needs for a substantial increase of its 
appropriation? Again the answer is, “No.” 

Within the last year, statements such as the following have been made 
congressional committee hearings : 

“Congress is faced with a complete breakdown in the regulation of interstate 
commerce, * * * The Interstate Commerce Act * * * is not working well, pri 
marily because the Commission which we created to enforce that act does not 
have an adequate working staff. It is squarely up to Congress whether or not 
we provide funds to hire the necessary employees to do the important tasks which 
Congress has assigned to it.”—Senator Johnson, of Colorado, former chairman of 
the Senate Interstate and Foreign Commerce Committee. 

“It is apparent * * * that the work of the Commission is suffering because of 
lack of adequate funds.”—George H. Shafer, of St. Paul, Minn., speaking for the 
National Industrial Traflic League. 

As a result (of insufficient money or personnel) the work of the Commission 
has suffered, to the detriment of the business it regulates, and, what is more 
important, to the detriment of the public generally.’’—C. B. Callaway, of Dallas, 
Tex., speaking for the Association of ICC Practitioners. 

“We have imposed a tremendous volume of work upon the Commission. Unless 
we provide sufficient funds to staff the Commission adequately, we cannot expect 
it to do the job.”—Representative Crosser, of Ohio, former chairman of the 
House Interstate and Foreign Commerce Committee. 

Of course, saving money for the taxpayers is a noble and praiseworthy thing 
for Congress to do, whenever such saving can be made without hurting essential 
Government functions. Certainly the functions of the Commission as regulator 
of the Nation’s transport systems are essential, and action by Congress to cripple 
the Commission by starving it financially is, therefore, contrary to the public 
interest. It doesn’t look good for Congress to deny to the Commission, an agency 


32743 53——17 
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indispensable to maintenance of order in the national transportation picture 
request for a much-needed increase of only a few million dollars, when there 
evidence that many millions of dollars provided by Congress for agencies | 
important to the domestic economy than the ICC have been spent wastefully 


Mr. Suarer, I think it tells the story much better than I could, 

Senator SauronsTaty. Have you read the Wolf report ! 

Mr. Suarer. Yes, sir, I have. 

Senator SauronsratL. Do you approve of it? 

Mr. Suarer. We think the Wolf report offers room for improv: 
ment in the Commission and we approve of the recommendatio: 
generally. 

Senator SavtonsratL. Thank you. 

Mr. Suarer. I wonder if I could also ask that an editorial that 
will appear in the same magazine tomorrow, April 25, be inserted j 
the record on the same subject ? 

Senator Sauronstati. Without objection, that will be inserted. 

(The editorial referred to follows :) 


[Traffic World Editorial, April 25, 1953] 
Repeat or ICC ReGuLaTION sy Currine Orr Funps 


On this page last week we called attention to the probability that Congres 
would so reduce the appropriation for the Interstate Commerce Commission fo 
the fiscal year beginning July 1 that the regulatory agency would be unable to 
do the work required of it by laws enacted by Congress. 

The first important steps in that direction have now been taken by the Hous: 
Committee on Appropriations and the House. As we pointed out last week th« 
Commission had asked the Bureau of the Budget for an appropriation of $15 
515,000 and the Budget Bureau had finally recommended $11,349,000. The Hous: 
Committee on Appropriations recommended an appropriation of $11,150,176 o 
$999,824 less than the appropriation of $12,150,000 originally recommended } 
the Budget Bureau, and $4,364,824 less than requested by the Commission Phe 
House, as reported elsewhere, adopted these recommendations of the committe: 
without discussion, and sent the bill to the Senate. 

If Congress as a whole approves the committee recommendations, obviously 
the work of the Commission will be seriously crippled and the agency will simply 
have to hobble along and do the best it can with a reduced staff. But the Com 
mission actually faces a more serious situation than that indicated by the pri 
posed appropriation. The reason for making such a statement is found in thi 
following sentence in the report of the House Committee on Appropriations 
recommending the appropriation for the Commission : 

“The committee has specifically denied all requests for funds for work relat 
ing to safety and field in the Bureau of Motor Carriers amounting to $1,793,157 
and requires that this sum be distributed to other work of the Commission 
which the committee regards as of greater importance than the use to whic! 
such funds are presently being applied.” [Italics ours.] 

We are informed that if the committee’s views are adopted, the Commission 
will have to close 77 field offices, and dismiss 276 field and safety employees 
and 29 employees in the Bureau of Motor Carriers in Washington. 

The issue that is clearly raised by the action of the House committee is whether 
activities of the Commission carried on in pursuit of meeting the requirements 
of the laws under which it operates ought to be discontinued through refusal of 
Congress to appropriate money for the work or whether Congress ought to do 
the straightforward thing and repeal the provisions of law under which the 
Commission is doing the things the Congress thinks are not important enough 
to be continued. 

Congress ought to repeal the laws in question if that is what it thinks ought 
to be done. Then the carriers, the shippers, and everybody else concerned would 
know where they stood. Whittling down the Commission’s regulatory activities 
earried on in good faith under the law, by..the method recommended by the 
House committee, is not the way to reduce the regulatory activities of the Com 
mission. ‘the Commission is the transportation regulatory arm of Congress 
The latter, of course, is the boss. But the boss ought not cut off the circulation 
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of blood in the arm and let it wither away. That isn’t being fair to the Ce 
mission nor to the carriers, the shippers, and the public generally Congress 
ought to tell the Commission by revision of the regulatory laws just how much 
wishes it to do in the future—if it doesn’t wish to appropriate funds for the duties 
now required of the Commission 

Reguiation could be cut back to the bare protection of the public with respect 
to rates, charges, and practices. Congress could repeal the railroad reorganiza 
tion provisions which have required a great deal of time on the part of the Com 
mission staff. It could repeal the provisions under which the Commission hvid 
many, many hearings and issues or denies certificates of public convenience and 
necessity and permits now required for operation of carriers on the highways 
It could repeal the provisions requiring railroads to obtain permission to build 
new lines and abandon old ones. It could repeal the provisions relating to a 
quisition of a carrier or carriers by another carrier. It could repeal the pr 
visions governing the issuance of securities by carriers 

If Congress wishes to curtail the activities of the Commission, it can repeal 
all the provisions to which we have referred and many more—but, as we said 
hereinbefore, if that is what it wishes to do it ought to do it directly by revision 
of the laws and not by cutting off certain activities of the Commission because 
it believes they are not important enough to have money spent on ther Lhe 
country is entitled to a hearing on whether or not regulation ought to be cu 


] 


tailed. No doubt there are some provisions of law which ought to be repealed 
But they ought to be repealed only after the usual law-making procedure ha 
been followed. 

Because Traffic World believes that a crisis has developed with respect to 1 
attitude of Congress toward the Commission in the matter of providing adequ 
funds for the Commission’s work, we sent telegrams to Andrew H. Brown, pres 
dent of the National Industrial Traffic League, the principal shipper organizati 
of the Nation; William T. Faricy, president of the Association of Americ 
Railroads; John V. Lawrence, managing director of the American Trucking As 
sociations, Inc.; and Giles Morrow, president of the Freight Forwarders Inst 
tute, asking them for comment as to the need for Congress to appropriate ack 
quate funds for the Commission. Their replies appear on page 37 of this issue 

We hope Congress takes these statements into consideration in finally deciding 
how much to appropriate for the Commission for the next fiscal year 


ADEQUATE Funps To CARRY ON WorK or ICC UrcGep spy LEADERS IN TRANSPORT 
INDUSTRY 


Traftic World asked leaders in the transportation world to comment on the 
reduction proposed in the appropriation for the Interstate Commerce Commissio1 
for the fiscal year beginning July 1. Their responses appear below. (Editorial 
Director.) 

Andrew H. Brown, president, the National Industrial Traffic League 

Federal regulation of domestic transportation now entrusted, with the excep- 
tion of air transportation, to the Interstate Commerce Commission, is maintained 
for the protection and benefit, first, of the Nation as a whole and then of the 
sarriers and their patrons. If we admit, as I think we must the necessity of 
such regulation, two things have impressed the National Industrial Traffic 
League. 

Under the able and energetic leadership of Mr. George Shafer, general tratlic 
manager, Weyerhaeuser Sales Co., and his predecessors, the league’s special 
committee on the budget of the Interstate Commerce Commission has for vears 
insisted that the regulatory function should be performed by an independent 
agency reporting directly to the Congress and that that agency should be suf 
ficiently financed to enable it to do the job well. 

The league does not now and never has supported Government extravagance 
in any degree. Its committees, and particularly the special committee on the 
budget of the Interstate Commerce Commission, recognize that the Commis 
sion’s operations are by no means perfect and that some of its failures can be 
corrected by increased efficiency, the abandonment of some unnecessary proced 
ures and a general tightening all along the line. However, the league also feels 
that much, if not most, of the failures of the Commission are traceable to in 
adequate, not to say niggardly, support in the annual appropriation bills. 

The league feels that one of the most certain ways of destroying the efficiency 
of Federal regulation would be the destruction of the independent status of the 
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Commission. That destruction can come about just as surely by starvatior 
as by some direct ideological assault. 

The economic life and prosperity of the country depends largely upon the con 
dition of our transportation system In turn Federal regulation has an im 
mediate effect, for good or ill, wpon the regulated carriers he failure to mair 
tain efficient, nonpolitical regulation will certainly injure the carriers, adverse! 
affect all of their customers, and weaken our entire economy 


William T. Faricy, president, Association of Ame rican Railroads 


The Interstate Commerce Commission is charged by Congress with duties of 
great variety, complexity and importance. As these duties and responsibilities 
have increased of late years, the staff of the Commission has been reduced ir 
numbers, To the carriers which are subject to the Commission's regulation 
and to the public which depends on these carriers for essential transportation, it 
is of high importance that the Commission have a staff sufficient to give prompt 
and adequate study and consideration to the problems which come before it. The 
situation clearly calls for appropriation of funds sufficient to enable the Com 
mission to meet the responsibilities imposed upon it by law. 

John V. Lawrence, managing director, American Trucking Associations, Inc 

The motor carrier industry realizes that the burden of regulation is unavojd 
able, necessary in the public interest, and needed if we are to have sound 
transportation agencies. However, when its quality drops below a certain point 
the public as well as carriers suffer and regulation becomes a stultifying factor 
in our economy. 

We, together with others, last year pleaded with the Budget Bureau to in 
erease ICC appropriations. We believe this to be essential if our industry is te 
remain in a sound, healthy and dynamic position. The signs are clear that the 

ituation of the Commission continues to deteriorate: its reports show that the 
number of pending motor carrier rate, finance and application proceedings has 
heen constantly increasing. Nearly 2,000 await hearing and those now being 
issigned were filed before July 1, 1952—most were filed in 1951. More than 1,000 
that have been heard are not vet decided. The effect is obvious. Necessary and 
vital changes and adjustments in operating authority, ownership, and rates 
usually cannot be made until years after they have been determined to be need 
ed: and healthy competitive relationships are endangered by the virtual pe 

petuation of inequitable imbalances between different modes of transportation 
which periodically occur and need speedy correction The result is financial 
distress ; lack or impairment of required service; injury to shippers as well as t 

motor carriers through delay in readjustments of rates and classifications; de 
structive competition and ineffectiveness of the motor carrier safety program 
In addition the Commission has been unable to process tariffs filed and statistical! 
data furnished by motor carriers which are needed by the Commission in the 
regulation of carrier accounts and which form a basis for rate decisions 

We believe that the ICC appropriation is already seriously inadequate: a fur 
ther reduction could be disastrous. 


Ciles Morrow, president, Freight Forwarders Institute 

There is no precise or simple answer to the question: What is the effect of an 
inadequately staffed ICC on operation of the freight forwarders? The com 
prehensive provisions of the freight forwarder act brought under the jurisdiction 
of the ICC beginning in 1942 almost a hundred transportation companies doing ¢ 
gross business now in excess of $350,000 000 annually but instead of an increased 
staff to deal with our varied and specialized problems the Commission’s staff has 
steadily deteriorated. 

Administration of part IV had to be absorbed by an already overloaded staff 
beset by other pressing problems. The one small bureau assigned the special 
job of dealing with forwarder regulation does not now have even an assistant di- 
rector whose sole job is to study and particularize on forwarder problems. De- 
lays in all proceedings, formal and informal, are inevitable. The Commission has 
pointed ont to the Congress in its annual reports that there are large areas of 
activity not now regulated which it has no staff to investigate and which may 
be baving an adverse effect on the regulated industry and the general public. 
These things defy measure but they are very serious. 
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NATIONAL CAPITAL HOUSING AUTHORITY 


STATEMENTS OF JAMES RING, EXECUTIVE DIRECTO! 
J. HASKELL, COMPTROLLER; ‘AND LOUIS N. MOORE, BUI 
OFFICER 


Housing Authority. 

Now, Mr. Ring 
Last year Vo had S4 
The revised budget w 
you S43. 000, 

As the Chair understands it, you have cut your request 
by cutting out certain painting and a retaining wall, 
objection that statement will be put in the record 

Mr. Ringe. Thank you. 

(The statement referred to follows:) 

NATIONAI 
Washing 


Hon. LEVERETT SALTONSTALL, 
Chairman, Subcommittee on Inde pendent Office ippropriations 
United States Senate, Washington, D. ¢ 

My Dear SENATOR SALTONSTALL: The National Capital Housing Author 
respectively requests that the 1954 appropriation request for the maintenance 
and operation of properties be reduced from $48,000 to $43,000 to conform wit! 
the Presidential allocation which was received on March 13, 1955 This reduc 
tion will result in deferral beyond the budget year of contract work identified 
our justification as follows: 
Hopkins (new) exterior painting 
Hopkins (remodeled) exterior painting 
St. Mary’s Apartments exterior painting 
Williston retaining wall 


Total reduction 
We will furnish any additional information you may require in 
tion of our revised fiscal year 1954 appropriation request. 


Sincerely yours, 
JAMES RIN« 
Acting Executive Dire 


Senator SavronstaLL. Have you any other statement you would 


like to put in before you explain briefly what your work is 

Mr. Rina. I think of no other statement, Senator, except > a what 
you have said describes the situation clearly. The $48,000 item was 
reduced by $ 5,000 at the request of the Bureau of the Budget 


rorTAL DWELLING UNITS ANTICIPATED 


Senator Satronstatn. As the Chair understands it, as of June 3¢ 
last, the Authority had under management a total of 7,661 dwelling 
units, including permanent low-rent housing and war housing. You 
are engaged now in the construction program to provide 4,000 addi- 
tional dwellings in low-rent housing. Why do you need any money 
from the Federal Government? Why do you need $43,000 from the 
Federal Government ? 
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NEED FOR APPROPRIATION 


Mr. Ring. The $43,000 item, Senator, is required for the operation 
and maintenance of a group of properties which our Authority de- 
veloped on former slum sites in Washington between 1935 and 1938. 
That was prior to the enactment of the United States Housing Act and 
prior to the operations of the Authority under that act. We have con- 
tinued to maintain and operate those properties which are located on 
14 different blocks in the city of Washington. 

Senator Maysank. How much income do you get from it. 

Mr. Rive. Mr. Moore, I think, has the figure. 

Mr. Moore. Approximately $56,000 a year. 

Senator Maynank. Where do you turn that in? 

Mr. Moore. It is deposited in the Treasury. 

Senator Maysank. So whatever you collect from the rents, does 
that have to do with the alley dwellings and what have you? 

Mr. Moore. That is it. 

Senator Maysank. I know about them. I just wanted it for the 
record. 

So you really make money. You give the Treasury back more money 
than you get appropriated to operate ? 

Mr. Rive. Yes, sir. 

Senator MaypanK. In other words, if you were a city like Seattle, 
Wash., or Boston, or Charleston, or Chicago, IIl., you would not. ask 
for this at all because you would get the money and put it in the 
Treasury. 

Mr. Rina. That is correct. 

Senator Maypank. You take in more money than what they appro- 
priate ? 

Mr. Rina. Yes. 

Senator Maynank. You clean up these slums that used to be known 
originally as alley dwellings? 

Mr. Rina. Yes. 

Senator Mayspanx. I have been with it since the start. I have it in 
my mind. I wanted the record to show that. 

In other words, it cost the Government nothing. You collect the 
money back and give tothe Treasury more than we give you ? 

Mr. Rine. That is right. 

Senator Maypank. If you were a municipality and had the right to 
vote, you would not be here ? 

Mr. Rivne. That is right. 

Senator Exvuenper. Is there any public housing in the city other 
than those you are managing ? 

Mr. Rivne. We are managing most of our program under the part 
of our act by which we were enabled to get funds from the Public 
Housing hime. 

Senator Ex:tenper. I understood you to say that most of your 
housing was erected before the 1949 act was put on the statute books. 

Mr. Rina. The group of houses represented by the appropriation 
request today was erected before the 1937 act was put on the books. 

Senator E.itenpver. How are the other housing facilities managed 
other than those that are under your control ? 

Mr. Rive. I do not understand, Senator. Those other public- 
housing facilities in the District also are under the control of this 
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Authority. But the only item of appropriation that comes before the 
committee is that one item for the maintenance and operation of the 
houses built on the former alley sites. 

Senator ELLENveER. So that all of the public housing in the District 
is under your control ? 

Mr. Rina. Yes, sir. 

Senator Eirtenper. You had under management 7,661 dwellings ? 

Mr. Ringe. That is correct. 


RUPPERTS CENTER SHOP 


Senator SALronstTaLt. Now, you run a shop at the Rupperts Court. 
What is that ? 

Mr. Ring. That is a small shop in a former alley in the block exactly 
south of the Library of Congress Building. 

Senator SaLronsTauu. The expense of running that shop is for the 
maintenance of these other buildings which you run? 

Mr. Ring. Yes, for the maintenance of all properties. 

Senator SatronstTau.. The work on any one house is charged back 
so that pays itself out? 

Mr. Rina. Yes, sir. 

Senator Evtenper. Does this constitute your entire budget ? 

Mr. Rivne. This constitutes the entire budget so far as congressional 
action is concerned. 

Senator Ettenper. How much more money does your Authority 
spend than we are now providing? 


RENTAL RECEIPTS 


Mr. Ring. The remainder of the amount that a Authority would 
spend would be in the form of rental rece ipts from the properties. 
The funds are made available to us by the Public Housing Adminis- 
tration on the basis of approved budgets. 

Senator ELLENDER. Why would it not be practical to do away with 


this present method and put it all under one so you would not have to 
come to Congress? Why collect the money and then give it back to 
the Treasury ¢ y Why could it not be handled in the same way as other 
public-housing facilities are handled? 


PROVISIONS OF HOUSING ACT 


Mr. Rina. Senator, you will find that the Housing Act of 1950 con- 
tains a spec ific provision which permits us to submit our budgets for 
this comparatively small group of properties to the Public Housing 
Administration, and to establish reserves for operating and main- 
taining the properties. The provision is as follows: 


Sec. 507. Notwithstanding the provisions of any other law, except provisions 
a law hereafter enacted expressly in limitation hereof, receipts of the National 

Capital Housing Authority from leases, sales, or other sources under title I of 
the District of Columbia Alley Dwelling Act are and shall remain available to 
the Authority for the purpose of said title I, subject to approval by the Public 
Housing Administration of budgets for maintenance and operation of properties 
administered under title I in the same manner as budgets are approved by said 
Administration with respect to maintenance and operation of projects under 
title II of said act. 
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1 
Mayrank. The Senator asked why not 


put it together 


. » ' ’ 
senator ELLENDI r. If von have that 


authority, why come to u 
vir. IVING Lhe reason is because of a proviso that was entered 
the appropriat n Mill whi require s to leave that section of t 
il Miopel if 


Sel or M YBANK, What appropriation bill? 
Mr. Ring. The independent offices. 
Senator Maypank. What year was it originally started ¢ 


Mr. Rina. 1951. 


Senator Sauvronstauy. The Alley Dwelling Act, title I, required yo 
to do it this way ¢ 
Senator Ex.nenper. I understand that the law does provide that 


but Lam wondering why would it not be feasible to put it all under o1 


and forget about transferring this $52.000 to the Treasury. but let 
be Ihahnage d LN)} ly as all other public h MISSING That is what I have 
in mind. 

Senator Sauronstautn. IT agree with you. IT think we would have 
to change the law. 

Senator E.cenper. That is what IT mean. Lam wondering whiy it 
would not be feasible. 

Mr. RING. It would hot be necessary to change the law really It 


would simply be necessary to permit 

Senator Maybank. I thoroughly agree with Senator Ellende: 
Senator McKellar and myself tried to work this thing out years ago 
I think it would be in the interest of the District to collect it. I think 
it would be in the interest of the alley housing units and all the rest 
to be together. I have always been a friend of public housing, but 
I do think, if it can all be put together, it would be better off and the 
people would be better off. 











NATIONAL CAPITAL HOUSING AUTHORITY PROVISOS 








Mr. Rive. I think you can find the answer here. In the appro 
priation item affecting the National Capital Housing Authority there 
is this proviso: 

Provided further, That so long as funds are available from appropriations for 
the foregoing purposes, the provisions of section 507 of the Housing Act of 1950 
(Public Law 475, Fighty-first Congress) shall not be effective. 

Senator MayBank. Suppose we did not make any appropriation ? 

Mr. Rine. If you did not, that proviso would be inoperative. 

Senator Mayspanx. That is exactly what Senator Ellender means. 
We ought to change the law. 

Senator Magnuson. We ought to leave that out. 

Mr. Hasxett. If you make no appropriation whatever, if you cut 
out the $43,000 entirely, these 112 units would be managed out of 
rental receipts and under budgets approved by PHA, the same as all 
the rest of the housing we manage. This proposal was recommended 
and approved by the General Accounting Office in audit reports to 
the Congress concerning our activities for 1949 and 1950, and was 
agreed upon by the Bureau of the Budget and Public Housing Admin- 
istration as well as ourselves. 

Senator SALTONSTALL. The reason that the House leaves.this in is 
that Congress can keep tabs on you. 
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Mr. Haskeii. We will be glad at any time to come up to any com 
mittee to explain any part of our operation, whether or not funds 
are appropriated. 

Senator ELLenper. How much more money does your Authority 
spend than you are asking for here ¢ 

Mr. Hasketi. This amounts to 114 percent of our total program. 

Senator ELitenper. About $4 million more than you are spending? 

Mr. Moore. Four million in regular operating expenses. 

Senator ELtenper. To whom do you account for that expenditure ? 

Mr. Moore. To the Public Housing Administration. 

Senator Eittenper. Why can’t you g step further and account 
to him for all of this public housing? I know why, but why would 
it not be feasible ? 

Mr. Moore. There is no reason in the world why it could not, because 
it is perfectly feasible, sir, very desirable. 


FUNDS FROM DISTRICT OF COLUMBIA HOUSING 


Senator Maysank. How much money do you all take from publi 
housing in Washington? I see you are going to have some more 
developments down here providing you have continuation of the 
rogram. 

Mr. Rina. Your question is as to the total receipts? 

Senator Maypank. Yes, on all public housing, in the District of 
Columbia. 

Mr. Moore. Excluding title I, we anticipate total receipts from 
public housing operations during 1954 of $3,624,367. 


GOVERNMENT SUBSIDY 


Senator Maysank. How much does the Federal Government put 
up? 

Mr. Moore. Of that, none, because I have excluded the title I 
operations. 

Senator Maysankx. Who pays for the bonds of the District of 
Columbia ? 

Mr. Moore. The bonds are paid out of the rents. There is a subsidy 
here. 

Senator Maysank. What is the subsidy ? 

Mr. Haske. For the present year the subsidy which comes to us 
through the Public Housing Administration was approximately 
$102,000. 

Senator Maypank. In other words, the Government paid a subsidy 
of $102,000 and you collected $3,600,000 in rents ¢ 

Mr. Haskewn. Yes. 

Senator Maypank. What did you pay back to the Government? 

Mr. Haskewi. Nothing. 

Senator Mayspank. The Government paid $102,000, the subsidy to 
the District of Columbia, for all the slum clearance and all the housing. 
You collected three million six in rent? 

Mr. Hasxetu. That is correst. 

Senator Maysanxk. What did you do with those rents? 

Mr. Hasxetu. That is used to pay off the capital cost of the proper- 
ties and maintain them. 
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AMORTIZATION OF CAPITAL COSTS 


Senator Maynank. Do you amortize those capital costs? 

Mr. Haskew. Yes. 

Senator Maypank. You are not in arrears? 

Mr. Hasxeu. That is right. 

Senator Maypanx. You have paid your 4 or 4% percent and you 
have amortized your bonds. How long do your ea run? 

Mr. Haskeii. The bond issue that we are amortizing at present is 
a 60-year one. The new ones will be for a period of 40 years or less. 

Senator Mayspank. What interest did you pay when you sold the 
bonds? 

Mr. Hasketu. Around 2.3 percent. 

Senator Maysank. The District sold the bonds themselves? 

Mr. Hasxeiti. The National Capital Housing Authority sold the 
bonds. 

Senator Maypank. I speak of the local government. Has the Gov 
ernment of the United States got any responsiblity for those bonds? 

Mr. Hasxetn. No; except insofar as it does have a pledge of the 
annual contribution of subsidy to maintain the low-rent character of 
the properties. 

Senator Mayrnank. Your low-rent subsidy is $102,000? 

Mr. HasKxeiu. Yes. 

Senator Maysank. How much bonds do you owe? 

Mr. Hasxeiu. There are a number of programs. 


DISTRICT OF COLUMBIA SLUM CLEARANCE 


Senator Maynank. I know all that. You have a request for some 
more programs. I just want the record to show. I want to find out 
what we have done in the District of Columbia for slum clearance. I 
understand you collect three million six from the decent places around 
here that used to be slums. You get $102,000 in subsidy; you have 
amortized up to date. 

Mr. Hasketvu. Out of $3,744,000 original issue of bonds we have 
retired $587,000. We have also retired a 2,000 block of the series B 
bonds, which are held by the Public Housing Administration, out of 
an original issue of $3,376,000. 

Senator Mayank. In other words, you have amortized every nickel 
you owe to the bondholders who bought the bonds. You have paid 
your interest. 

Mr. Hasxketu. That is correct. 

Senator MaypanK. You collected three million six a year to do that 
work. 

Mr. Hasxketu. Yes. 

Senator Marrank. All it cost the Federal Government over this 
time has been $102,000 a year. 

Mr. Hasxetyi. That is correct. 

Senator SauronstaLL, Thank you, Mr. Ring. 

We are glad to have you come up to Congress any time you make a 
good report like that. 

Mr. Rivne. Thank you, Senator. 
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NATIONAL CAPITAL PLANNING COMMISSION 


STATEMENTS OF JOSEPH D. L‘HMAN, CHAIRMAN, AND 
JOHN NOLEN, JR., DIRECTOR 


REVISED BUDGET 


Senator SaLtronsraLy, The next is the National Capital Planning 
Commission. 

The statement from Mr. Lohman, the Chairman, will be put in the 
record. That shows how you revamped your budget. 

Then there is a statement from Senator John Butler of Maryland 
which will be put in the record. 

(The material referred to follows:) 


NATIONAL CAPITAL PLANNING COMMISSION, 
Washington 25, D. C., March 20, 1953 
Hon. LEVERETT SALTONSTALL, 
Chairman, Subcommittee on Independent Offices Appropriations, 
United States Senate, Washington, D. C. 


DEAR SENATOR SALTONSTALL: This Commission has been directed to revise its 
1954 budget estimates in accordance with the administration’s stated policies 
and budget objective. Accordingly, the Commission substitutes the following 
revised amounts for the two appropriation items previously submitted and 
justified : 

Reductions in appropriations for 1954 


Amount in Revised 


Appropriation title 1954 budget smount 


Salaries and expenses, National Capital Planning Commissicn $175, 000 
Land acquisition, Nationa] Capital park, parkway, and pley- 
ground system, National Capital Planning Commission. ... 1, 250, 000 


The elimination of all land acquisition funds from the 1954 estimates poses 
some serious questions of future legislative policy which the Commission will 
take up with the Bureau of the Budget, as suggested in the Director’s letter 

Sincerely yours, 
JosepH D. Louman, Chairman 


—_—_—_—_—_— 


NATIONAL CAPITAL PLANNING COMMISSION, 
Washington, D. C., April 10, 1953 
Hon. LEVERETT SALTONSTALL, 
Chairman, Subcommittee on Independent Offices Appropriations, 
United States Senate, Washington, D. C. 

My Dear SENATOR SALTONSTALL: For your information, I forward herewith a 
copy of a letter to Representative John Phillips, chairman of the House Sub 
committee on Independent Offices Appropriations. 

Sincerely yours, 
JOHN NOLEN, Jr., Director. 


NATIONAL CAPITAL PLANNING COMMISSION, 
Washington, D. C., April 10, 1953. 
Hon. JoHN PHILLIPS, 
Chairman, Subcommittee on Independent Offices Appropriations, 
House of Representatives, Washington, D. C. 

DEAR MR. PHILLIPS: In the event the committee should decide to provide this 
Commission with no money whatever for the purchase of land in the independ 
ent offices appropriation bill for the fiscal year 1954, the Commission wishes 
to urge the committee to insert in that bill language substantially as follows 

“Of unexpended funds available for land acquisition purposes a total of not 
exceeding $19,680 may be used during the current fiscal year for necessary ex 
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enses of the Commission (other than payments for land) in connection wit! 
land acquisition.’ 

Land acquisition funds previously appropriated remain available until @© 
pended. Portions of some of these’ appropriations are still available, but in 
order to acquire land it is necessary to obtain such as appraisals, surveys, title 
reports, and pay for the recording of deeds, the salaries of two employees who 
carry out the land acquisition functions, and for blueprinting and photostating 
These expenses incidental to the acquisition of land are paid out of the funds 
appropriated for the land. (See the proviso in the Independent Offices Appro 
priation Act for the current year.) 

Of course, if the committee provides new funds in the current bill it is pre 
sumed that the language appearing in the 1953 act limiting the amount for such 
expenses will be used However, in that event the amovut needed would be 
$24,940 instead of $19,680. 

Respectfully, 
JOHN NOLEN, Jr., Director. 


UNITED STATES SENATE, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCI 
ipril 23, 1958. 
Hon. LEVERETT SALTONSTALL, 
Chairman, Subcommittee on Independent Offices Appropriations Committee, 
United States, Senate, Washington, D. C. 


DEAR SENATOR SALTONSTALL: I am enclosing herewith statement concerning 
the National Capital Regional Planning Council and request that it be read 
before your subcommittee hearing this afternoon 

It is regretted that Iam unable to attend this meeting because of a conflict with 
my other committee assignments. 

Sincerely yours, 
JOHN MARSHALL BUTLER 


STATEMENT BY SENATOR BUTLER OF MARYLAND 


Mr. Chairman, I appreciate the privilege of submitting this statement before 
this subeommittee, and I can assure you that nothing less than a real emergency 
could induce me to intrude on your time 

Last year I cosponsored the National Capital Planning Act of 1952. One of 
the main accomplishments of this legislation was to set up the National Capital 
Regional Planning Council, which is composed of 4 members each from Maryland 
and Virginia and 2 from the District of Columbia. The Council's primary duty 
is to plan and coordinate the orderly development of this rapidly growing metro 
politan region. Its members represent all of the local planning commissions in 
the area, plus such important local officials as the Engineer Commissioner of 
the District, the chairman of the Board of County Commissioners of Prince 
Georges County, and the director of public works of Alexandria. 

These men give their time without any remuneration. Their time will be 
wasted, however, if they do not have a small staff to gather and analyze facts 
and shape up the planning problems for action by the Council 

Up to now, the Council has been marking time and “borrowing” the services 
of the already hard-pressed staff of the National Capital Planning Commission 
The Budget Bureau proposed to solve the dilemma most economically by increas 
ing the staff of the Planning Commission and letting the two agencies share the 
same staff. To this end, Director Dodge approved a reduced allowance of $155,000 
for the Commission’s operating expenses. 

This amount was cut back by the House committee to approximately $98,000, 
the same amount appropriated to the Commission for fiscal 1953, before the new 
Regional Council had come into existence. 

I strongly urge this committee to equip the Council to handle its work in 
accordance with the legislative intent, by appropriating the amount of $155,000 
that was approved by the Budget Director. The increase of approximately $57,000 
is trivial in comparison to the importance of getting this regional council func- 
tioning properly and effectively. 
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\PPROPRIATION 

Senator SALTONSTALL. Just to bring the thing before tl 
the 1953 appropriation was S66.000, The ong il estimate this yeal 
was for $1,425,000. The revised figure was $155,000. and the Hous« 
allowed S97O15. 

Now, under general courtesy, Senator Beall, would you like to ta 
about the Commission first / 

Senator Beauty. | would like the chairman to talk first. 


ie committee, 


PURPOSE OF COMMISSION 


Senator SAvronsTauy. It is called to the Chair’s attention that thi 
is a new Commission and was set up by Public Law 592 of the 52d 
Congress. Its purpose is to combine planning functions on an orderly 
basis for a comprehensive plan of the National Capital. Its complete 
functions are shown on page 44 of the House hearings. The original 
estimate calls for $1,425,000, of which $1,250,000 was for land acquis! 
tion, parks, and playgrounds. This was cut out of the revised budget. 

Now, Mr. Chairman, have vou a prepared statement ¢ 

Mr. Lonman. Yes; 1 have,if 1 might refer to it. 

Senator SALronsraLL. Now, would you care to comment on the 
statement ¢ 

Mr. Louman. May I, as preliminary, Mr. Chairman and members 
of the committee, make it for the record clear that on previous o 
casions the National Capital Planning Commission has appeared be 
fore this committee of the Senate in connection with the problem of 


land acquisition. Under the Planning Act of 1952 our planning 
activities heretofore submitted to the District Committee is now sub 
mitted to vou, this committee. to the extent of $155,000 approved by 
the Bureau of the Budget. 


OPERATING BUDGET 


I call attention to this because we are appearing here in connection 
with the actual operating budget of the National Capital Planning 
Commission which on previous occasions was submitted directly to the 
District Committee. 

In the reorganization of the act this matter came within the purview 
of this committee. The budget we are considering here today is one 
in which there is no land-acquisition budget which we have previousl) 
presented to this committee because this year the budget did not 
approve such an item. 

The item which we would like to discuss with this committee is 
the $155,000. 

Senator Maysanx. Why did not the budget approve it for the 
record ¢ 

Mr. Louman. We made recommendations. 

Senator Maynanx. Did they give any reason ? 

Mr. Lomuman. The reasons are given. To us, you say? 

Senator SivronstaLy. Would it not be helpful to let them say 
what their operating expenses are and then go into the land acquisition 
afterward ¢ 

Senator Maysanx. Yes. 
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Mr. Lonman. Perhaps we can clear that up a little later. 

Senator Sarronstatu. You asked for $155,000 for operating ex- 
penses. What do you use that for? 

Mr. Louman. The printed budget allowed us an estimate of $175,000 
for salaries and expenses. This amount was reduced to $97,915 in 
the House of Representatives. Our request is that the appropriation 
be restored to the amount of $155,000, which is the figure approved 
by the new Director of the Budget following his review of our original 
estimates. 

FURTHER DISCUSSION OF CURRENT BUDGET 


The Commission received $98,000 for salaries and expenses for 1953 
in the District of Columbia Appropriations Act. That was before the 
enactment of the National Capital Planning Act of 1952, which was 
hailed by all four newspapers in W ashington as the cornerstone of 
sound city and regional planning for the Nation’s Capital. The act 
reorganized this Commission and expanded its duties. More impor- 
tant, it brought the local planning officials of the District of Columbia 
and 8 cities and counties in nearby Maryland and Virginia under 
| roof for the purpose of tackling the immense planning problems 
of a regional nature that beset this area. I am referring to the estab- 
lishment of the National Capital Regional Planning Council. 


REGIONAL COUNCIL 


The Budget Bureau decided that the best and most economical way 
to staff the Regional Council and at the same time to provide for the 
new duties assigned to the Planning Commission would be to increase 
the Planning Commission’s staff from 16 to 27 positions and let the 
2 agencies share the same staff. The revised estimate of $155,000 
would provide for 23 positions instead of 27, which, although not 
really adequate, would at least permit the Regional Council to get out 
of its present amateur status. 

The Budget Bureau’s staffing plan is sound if it is supported by 
Congress. The item approved by the House in H. R. 4663 does not 
represent the support contemplated by the Bureau. 


TOTAL EMPLOYEES REQUESTED 


Senator SatronstaLL. How many employees does that call for? 

Mr. Louman. I can refer the matter to Mr. Nolen. 

Mr. Noten. That would be less than what we have now. 

Senator SattonsTaLL. What would it be? 

Mr. Noten. Fourteen. 

Senator SavronsraLL. In other words, you phi in to increase from 
16to 27. The Eisenhower budget gave you 23 instead of 27 and the 
House cut you from 23 to 14? 

Mr. Noten. Just about. 

Mr. Louman. An appropriation of $97,915 would require reducing 
the joint staff from its present 16 positions to 15 or 14. It would mean 
that not 1 penny w ould be provided to carry out the legislative intent 
of the 1952 act and not 1 penny would be provided to get the Regional 
Council started on its work. The members of the Council serve 
without pay and are busy men in their own bailiwicks. I doubt very 
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much that they would consent to sacrificing their time without reason- 
able staff assistance. 

In short, this carefully contrived system of regional cooperation is 
in danger of falling apart for want of $57,085. It is a fantastic pros- 
pect, which we earnestly hope the Senate will remedy. 


REGIONAL PLANNING 


Mr. Robert Watkins of Prince Georges County, Md., Acting Chair- 
man of the Regional Council, is with us today and may want to say 
a few words on behalf of that body. Before he does so, I would like 
to suggest for the record a statement of the program which has been 
worked out by the National Capital Regional Planning Council which 
is this official regional planning agency provided for under the act of 
Congress in 1952. I will not read it at length here, but it does indi- 
cate what the problems are and how we propose to address them and 
how that whole program would be in jeopardy if there were not some 
provision in order to adjust those taxes, 

(The statement requested is as follows :) 


NATIONAL CAPITAL REGIONAL PLANNING COUNCIL, STATEMENT OF PROGRAM 
SUBMITTED BY JOSEPH LD. LOHMAN 


The National Capital Regional Planning Council is the official regional plan- 
ning agency for the Washington metropolitan region. Established by act of 
Congress in 1952, it is assigned the task of preparing a regional plan for the area 
embracing the District of Columbia, Montgomery and Prince Georges Counties, 
Md., and the area within the jurisdiction of the Northern Virginia Regional 
Planning Commission, embracing Arlington, Fairfax, Loudoun, and Prince Wil- 
liam Counties, and the cities of Alexandria and Falls Church, Va. 

The regional plan will be prepared in collaboration with the planning agencies 
of the aforementioned jurisdictions and with a view to the coordination of the 
National Capital Planning Commission’s plan for the District of Columbia and 
Federal projects in the environs with needs and prospects of the entire Washing 
ton metropolitan region. The plan will comprise proposals for land use, trans 
portation, public works, and resources. 

The Regional Council is designed to provide a more realistic instrumentality 
than has been available in the past for effecting the coordination of local plan 
ning efforts on a regional basis. It is advisory in character and influence. The 
Council is composed of representatives from planning commissions throughout 
the region and its work is thus highly integrated with the planning activities 
and needs of local jurisdictions. 

The problem of regional planning has heretofore béen addressed by the separate 
planning agencies as a projection of the immediate interests of the respective 
jurisdictions. The Regional Council provides a basis for the development of a 
regional plan which is oriented in terms of the metropolitan region as a whole 
and places the planning of the aforementioned several jurisdictions in a properly 
integrated perspective. It follows that the Council is charged with the responsi 
bility of a new task, one which has not been the immediate concern of any of 
the existing planning agencies. The discharge of this new responsibility does 
not conflict with the objectives or purposes of any established local planning 
commission or agency; rather it enhances and supplements the function of each. 

The primary function of the Regional Council is to prepare a regional frame- 
work of planning, which in turn will serve to identify the possibilities as well as 
limitation of local planning proposals. The Council in its representative char- 
acter is also prepared to function as a regional forum and clearing agency for 
the consideration of those specific proposals by the several representative juris- 
dictions which may have important implications for the welfare and progressive 
devélopment of the Nation’s Capital and all its environs. 

It should be clear that the Nationa) Regional Planning Council is to be distin- 
guished from other planning bodies by its coneern with planning of regional 
scope, and by planning which is comprehensive and long-range in nature. Meas- 
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ures of regulation, control, planning administration, ete., which are characteristic 
functions of local planning bodies are reserved to the respective jurisdictions. It 
is anticipated that as the Council develops a program pointing up needs of the 
region as a whole, the metropolitan community will look to it for direction in 
the formulation of plans and projects which seem indicated and desirable. Broad 
public understanding is an indispensable aspect of the Council’s work, for its 
potential usefulness can only be realized as the public and all interested parties 
join together in a cooperative concern for the development of the metropolitan 
region as a whole. This is ultimately dependent upon the development in the 
publie of a new and broad regional consciousness. 

Senator SaALronsTaLL. You ask for an increase from 14 to 23 em 
ployees ¢ 

Mr. Louman. Yes. 

Senator Sarronsrau,. With that you believe that you can begin to 
scratch the surface on your new duties of regional pl inning ¢ 

Mr. Louman, Yes. I might add, Mr. C ‘hairman, that under the 
present status of the development of our plan, of which Washington 
is a specific illustration, we are confronted with what amounts to a 
critical juncture in the development of the plan and organization of 
our great metropolitan area. It seems to me at this point more than 
any other in recent years and perhaps with reference to the more im 
portant problems in the future it is essential that we develop sound 
planning principles and programs. 

Senator Sauronsraty. Thank you, sir. 

Now, what was cut out was $1,250,000 for land acquisition for parks 
and playgrounds this year. 

Now, Senator Beall, have you anything to say about that? 


STATEMENT OF HON. JAMES GLENN BEALL, A UNITED STATES 
SENATOR FROM THE STATE OF MARYLAND 


PARK LAND ACQUISITION ESTIMATES 


Senator Bran. Yes. There are conditions that I should like to 
call to your attention. 

Both of these conditions result from the fact that the Budget Bu 

au revised the Commission’s park land acquisition estimates down 
to the zero point. 

My first } oint is that the Commission, being subject to Budget Bu 
reau regulations, is denied the privilege of asking you for a restora- 
tion of funds and justifying the projects those funds would cover. 

That situation might not be so bad if it were not for the fact that 
the Bureau’s action has seriously raised the question of whether or 
not the Capper-Cramton Act should be repealed. You may have 
noted the vigorous editorials and civic reaction during the past 3 
weeks to that suggestion. 


REPEAL OF CAPPER-CRAMTON ACT 


The question of repealing the Capper-Cramton Act bears a some- 
what complex relationship to the current prospect of a third consecu- 
tive year of no Federal appropriations for the Maryland and Vir- 
ginia phases of the metropolitan park system. 

The Regional Planning Council has studied this matter carefully 
and has reached the conclusion that an appropriation of $365,000 for 
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emergency projects would breathe life back into the Capper-Cramton 
Act. With all due respect for the Budget Bureau’s regulations, | 
strongly urge you to question the representatives of the Planning 
Commission and the Regional Council who are here today as to the 
true nature of the problem and the possibility of a reasonable solution. 

The Capper-Cramton Act has produced great benefits during the 
past 23 years. We must not lose it through failure to understand the 
threat to it which now exists. 

Senator Magnuson. Not knowing what the act provides, it provides 
for the acquisition of land in surrounding territory 4 

Senator Breau. Yes. 

Senator Magnuson. Which would be approved by the Commission 
which would fit into { he whole scheme of development , 18 that correct 4 

Senator Bratn. That is the whole thing. Not only that, I think 
it is interesting to note, I believe that all the money that the Federal 
Government has put up over a period of years has been returned to the 
Federal Government by way of taxes in Maryland and Virginia and 
the District of Columbia. 

Senator M AGNUSON. Then if you decide to acquire some property 
in Maryland, for instance, it would have to be approved by the Re 
gional Planning Commission 4 

Senator Brauy. Yes. 

Senator Magnuson. And then the purchaser would be the National 
Capital Planning Board ¢ 

Senator Bratt. That is it exactly. What we are up against now, 
Senator, is that the property owners have agreed to reserve these 
properties from residential development. Because of the 3 years 


lapse and no purchase, they have gotten very much discouraged. They 
are about to cancel their reservations and proceed with development. 


FUNDS FOR LAND ACQUISITION 


Senator Maysank. If I am incorrect, I hope the chairman will 
correct me. We put some money up for land acquisition so far as 
the Senate Committee was concerned. 

Mr. Louman. Put some up? 

Senator Mayspanx. The Senate committee. 

Mr. Louman. Yes, the last time. 

Senator Maynanx. It was knocked out in conference. The House 
refused to go along. The chairman did all he could for it, and so 
did I, 

Senator Brauu. I remember that very well because I appeared be- 
fore the House committee at that time. 

Senator SALTonsTaLL. You asked for $365,000 out of this $1,250,000. 
$265,000 for Maryland and $100,000 for Fairfax. Those are for land 
purchases to extend the George Washington Memorial Highway. As 
the chair understands it, Virginia and Maryland have put up and 
have appropriated funds and if we do not go through with them this 
year, those appropriations from the States will lapse. 

Senator Bratt. Yes, and this parkway we have been planning for 
the last 6 years, I guess, unless we get the first appropriation for that 
parkway, it will go out of the window. 

32743—53——18 
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Senator SaLronsTaLy. Is it incorrect to say there are some land 
development schemes out there, that if this thing does not go through, 
then there will be an increased expense because of new houses that 
will be built on it? 

Senator Brauy. Yes, sir; that is what we are up against. 

Senator Magnuson. The private speculators will gobble it up. 

Senator Beaty. Yes. We all know a great many Members of Con- 
gress live in Maryland and Virginia. You know the congestion we 
are having now on parkways and roadways. This will help very defi- 
nitely to make access to the Capital much quicker. 


RESOLUTION BY MONTGOMERY COUNTY CIVIC FEDERATION 


I would also like to put in the record a resolution adopted by the 
Montgomery County Civic Federation. Then we have 3 very good 
editorials on this system, 1 from the Washington Post under date of 
April 20, and 1 from the Washington Daily News under date of April 
9, and the third one from the Washington Evening Star under date of 
April 9, all of them urging us to continue this program. 

Senator SatronsTati. Without objection those will be put in. Also 
a letter from the American Planning and Civic Association and Con- 
necticut Avenue Citizens Association and a letter to Senator Bridges 
signed by Willis Fitch. 

(The material referred to follows.) 


MONTGOMERY COUNTY CIVIC FEDERATION, 
Bethesda 14, Md., April 21, 1953. 
CHAIRMAN, 
Appropriations Subcommitte on Independent Offices, United States Senate, 
Washington, D. C. 

Dear Mr. CHAIRMAN: Enclosed is a copy of a resolution relating to the Capper- 
Crampton Act. This resolution was passed unanimously by the Montgomery 
County Civie Federation at its regular meeting on April 13, 1953. 

Very sincerely yours, 
WILLIAM E. WYMAN, 
Corresponding Secretary. 


RESOLUTION ADOPTED BY MONTGOMERY CouNTY CrIvic FEDERATION, APRIL 13, 1953 


Whereas the Capper-Cramton Act, enacted in 1930, provides, in part, for 
joint acquisition by the National Capital Planning Commission and the Mary- 
land-National Capital Park and Planning Commission of parks and park lands 
in the State of Maryland, and 

Whereas master coordinated plans have been adopted by the National Capital 
Planning Commission and the Maryland-National Capital Park and Planning 
Commission, some of which provide for projects still in the process of acqui- 
sition, and 

Whereas orderly plans for the development of stream valley parkways in 
Maryland are highly desirable from a planning standpoint, and their proper 
execution is extremely important to the Washington metropolitan area, and 

Whereas repeal of the Capper-Cramton Act would probably involve the State of 
Maryland in a legal problem because of the jointly-acquired land already pur- 
chased, and 

Whereas the Maryland-National Capital Park and Planning Commission plan 
for park land purchases has been lying dormant for 2 years due to the failure 
of Congress to appropriate funds for Maryland land purchases under the Capper- 
Cramton Act during that period, and 

Whereas the Maryland-National Capital lark and Planning Commission has 
pending commitments with many private builders who have reserved land for 
park purposes, and failure of Congress to appropriate adequate matching Federal 
funds wil require extensive revision of the Commission’s plans and the probable 
loss of all this land reserved for park purposes: Now, therefore, be it 
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Resolved by the Montgomery County Civic Federation, That the Congress of 
the United States be urged to annually appropriate adequate funds to continue 
an orderly program for the acquisition of parks and parkways in the Wash 
ington Metropolitan area, and that the land purchase provisions of the Capper- 
Cramton Act be neither repealed nor modified; and be it further 

Resolved, That copies of this resolution be sent to Senators Butler and Beall, 
to Congressman Hyde, to the Chairmen of the Appropriations Subcommittees on 
Independent Offices of the Senate and House of Representatives, to the Director 
of the Bureau of the Budget, and to the Chairman of the National Capital Plan 
ning Commissiou and the Maryland-National Capital Park and Planning Com 
mission. 


[The Washington Evening Star, April 9, 1953 
Too Goop A BARGAIN TO ABANDON 


The Capper-Cramton law was enacted by a Republican administration 23 years 
ago this spring. It has been one of the major influences in the orderly develop 
ment of Washington and its environs. Its purposes, however, have not been 
fully accomplished. For that reason alone it is disturbing to learn that abandon- 
ment or emasculation of the law is under consideration at the Budget Bureau. 
A further study of the purposes, the results and the remaining objectives of the 
law should convince the budgeting authorities of the shortsightedness of any 
such proposal. 

It would be understandable if the Budget Bureau recommended and Congress 
effected drastic curtailment in appropriations for land acquisition this year 
The administration is pledged by its own promises and urged by the realities of 
budget balancing to cut spending. Even the relatively microscopic amounts 
involved in Capper-Cramton loans and grants cannot claim complete immunity 
There should be at least nominal appropriations, however, as a token of intent 
to keep alive the fine purposes of the law 

These purposes were to assign centralized responsibility (to the Planning 
Commission) and to make loans and grants for acquiring land in the District 
and the adjacent counties before all of it would be swallowed up by commercial 
development—preserving and developing this land for needed recretation and 
parks according to a master plan. The law has made it possible for the people 
of the District, Maryland, and Virginia to plan, undertake, and carry out projects 
which otherwise would have been impossible, and has served as a symbol at 
nominal cost of the National Government’s vital interest in its Capital City 

Under this law’s wise provisions, the Planning Commission has been able to 
keep pace with the tremendous growth of Washington and its environs in the 
past 23 years—a period in which the population has increased about 150 percent. 
More than three-fourths of the authorized amounts for the District of Columbia 
have been appropriated as loans, or advances, and most of it has already been 
repaid. Recreational areas in the District have been preserved that otherwise 
would have been covered by new residential and commercial development. The 
stream valleys, which would have become open drains for storm water, have 
been kept as protected stretches of parks, and this system of stream-valley parks 
has been extended into adjoining Maryland, through the purchase of more than 
2,000 acres at a cost of slightly more than half a million dollars. 

Federal funds for the George Washington Memorial Parkway in Montgomery 
County have been matched by Maryland or private individuals and 90 percent of 
the project area has been acquired. Arlington County will complete its right-of- 
way buying this year, both State and county matching Federal funds. Ex- 
tension of the parkway into Fairfax County depends only on Federal appro- 
priations to match county and State appropriations and commitments. 

After more than 20 years of successful cooperation between Maryland, Vir- 
ginia, and the District in these and other undertakings, with much behind us to 
show the importance of doing what lies before us, it would be a grave mistake 
for the National Government to withdraw its leadership and support. Through 
the Capper-Cramton law the Federal Government has enjoyed the best of bar 
gains. Most of its outlays have been repaid. Other loans are safe beyond 
question. Its small grants, in Maryland and Virginia, have secured systematic 
cooperation that otherwise would have been unavailable. A study of what has 
been done under this law, and the importance of what remains to be done, 
should convince anyone that its abandonment now by the Federal Government is 
unthinkable, for reasons of economy or anything else 
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Don’t Ditcu THE PARKS 


Twenty-three years ago Senator Arthur Capper (Republican of Kansas). who 
was chairman of the Senate District Committee and a real friend of the District 
on Capitol Hill, sponsored a bill under which more than $12 million has been 
spent for parks and playgrounds here since 1930. 

This legislation, called the Capper-Cramton Act, authorized interest-free loans 
to the District from the United States Treasury for park and playground 
purchases. The money has been repaid out of District tax receipts in 2 or 3 
years after each advance. Because the National Capital Planning Commission 
was given the job of land buying and site selection, this program has be 
carried out on a planned citywide basis, and sites have been bought ahead of real 
estate development. 

GOP budget-balancers now are threatening to repeal or modify the Capp. 
Cramton Act, which more recently had been amended to include the George 
Washington Memorial Parkway and stream valley parks in nearby Maryland 
Movement also is under way to add stream valleys in nearby Virginia, which 
is far behind other sections of the Washington metropolitan area in park and 
playground development. 

The Federal Government has subsidized Maryland stream valley park pur 
chases, but this cost has been small compared with the general level of Federal 
spending. George Washington Memorial Parkway is a longtime project to 
preserve the park values of Potomac River frontage for the benefit of the public 
in perpetuity. 

Through Republican and Democratic administrations for nearly a quarter 
century, Capitol Hill budget authorities have recognized the interest of the 
Federal Government in proper planning—including adequate parks—for the 
Federal city and its environs. Nearby Maryland and Virginia counties have 
been prodded to save low-priced rough land bordering small creeks and runs 
which feed into Rock Creek, the Anacostia and Potomac Rivers, by a small 
Federal subsidy. And at the same time, this has established Federal control over 
park purchases and uses in those counties, by doling out the subsidy through the 
National Capital Planning Commission. 

Nobody needs to argue in these days that open spaces and adequate parks 
are an investment for any city. That goes for Washington and its environs, 
as well as for all other cities. 

Uncle Sam has a tremendous stake in the Washington area. We believe Re 
publican budgeters should think a good many times before ditching a plan 
which has stood the test of nearly 25 vears. 


{The Washington Post, April 20, 1955] 
CAPITAL PARK SYSTEM 


While we heartily sympathize with the efforts of the Budget Bureau and the 
Appropriations Committee of the House to reduce the Government’s spending, 
we doubt that the complete elimination of funds for park land purchases under 
the Capper-Cramton Act will effect any real economy. Pursuit of the proposed 
policy would mean either temporary or permanent abandonment of a centralized 
and economical plan for the development of parks in the National Capital area 
If park land purchases are to be merely suspended temporarily, the ultimate cost 
to the taxpayers will be increased, instead of being reduced, because of the 
sharp upward movement of land values in the vicinity of Washington. If the 
new policy is to be followed indefinitely, it will eclipse the dream of a great 
integrated park system for the Nation’s Capital. 

One immediate effect of the policy will be to halt the acquisition of land for 
completion of the George Washington Memorial Parkway in Fairfax County. 
Virginia has already appropriated her share of the funds needed for this purpose 
and Fairfax County is committed to do likewise. But if Congress deprives the 
National Capital Planning Commission of funds to make its contribution, the 
entire project will flop. Some of the land needed for the parkway will undoubt 
edly be subdivided for residential development. That may make the cost pro 
hibitive, and if the parkway is thus left unfinished it will lead to nowhere. The 
plan now calls for linking of Mount Vernon and Great Falls by means of this 
parkway. 
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Similar losses will be felt in both the District and adjacent Maryland cow 
if the Capper-Cramton park program ceases to function. The situation in Mary 
lund is especially serious because funds for the purchase of stream valleys for 
park purposes were held up last year also. If these scenic areas are not soon 
purchased, some of them will be lost to the park system forever. 

Maryland authorities might acquire some of the sites in question for local 
parks, but if the Capper-Cramton plan breaks down, either for want of app 
priations or through repeal of the act, the idea of a comprehensive park syste 
for the Nation's Capital will go with it No such backward step should be 
on the assumption that it involves only a reutine question of economy For 
the Senate District Committee pointed out in its report on the Capper-Cra1 
bill 28 years ago, “Loss of this land would be an irremediable blow to the Capital 
and to the Nation.’ 

AMERICAN PLANNING AND CIVIC ASSOCIATION, 
Washington 5, D. C., April 16, 195 
Hon, LEVERETT SALTONSTALL, 
United States Senate, Washington, D. C. 


My DEAR SENATOR SALTONSTALL: As you probably know our Association has 
been active for 30 years in the movement to foster the planned development of the 
Federal City. We supported the acts of Congress of 1924-26 creating the National 
Capital Park and Planning Commission. For the first time in the history of 
Washington we then got a competent agency charged with continuous planning 
and charged with the responsibility for purchasing parks in accordance with a 
comprehensive plan. However, we did not make much progress in park purchases 
until the passage of the Capper-Cramton Act (approved May 29, 1930, 46 Star 
485) which provided a feasible method of acquiring a consistent park system in 
the Washington area. You are aware from the example of Boston of the out- 
standing benefits of such a system. Under it the Federal Government agreed to 
advance funds for park purchases but the District of Columbia repays in full 
the amounts spent for District parks. Half of the appropriations for the George 
Washington Memorial Parkway are repaid by the States on local interests, 
and two-thirds of the appropriations for the stream valleys. 

The recent reports in the press that the Bureau of the Budget contemplates 
economies by omitting appropriations under the Capper-Cramton Act, have given 
us much concern. For more than 20 years the District of Columbia, the Maryland 
National Capital Park and Planning Commission, and more recently, the Virginia 
planning agencies, have depended on the commitments of the Federal Govern 
ment under the Capper-Cramton Act. The arrangement has proven an economi- 
cal as well as a social service to our metropolitan area and it now seems to us 
most unwise to interrupt this orderly procedure under which parks and park 
ways, conforming to an overall plan, aré purchased at reasonable prices in time 
to insure the integrity of the system. Instead of an economy the proposed with 
holding of appropriations will necessarily result in ultimate extravagance 

We realize the need for true economy and we hope that the Senate Committee 
on Appropriations will work out with the National Capital Planning Commission 
a schedule of appropriations which will at least take care of pending emergency 
purchases and enable the Federal Government to carry out its commitments for 
cooperation with the District, Maryland and Virginia under the Capper-Cramton 
Act 

With great respect, I remain 

Sincerely yours, 
U. S. Grant 3p 
Vaio General, United Statcs irmy, Retired, President 


CONNECTICUT AVENUE CITIZENS ASSOCTATION 
Washington, D. C.. ipril 28, 1953 
The Honorable LEVERETT SALTONSTALL, 
Chairman, Senate Independent Offices Committee, 
Washington, D. ¢ 


My Dear SENATOR SALTONSTALL: Our association for many years has supported 
the National Planning Commission’s project (which they began in 1930) to 
acquire land for a recreation center in Cleveland Park The request for funds 
with which to buy 8 acres in Cleveland Park for this purpose was include n 
the Budget which came from the District Commissioners to the House. The 
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Connecticut Avenue Citizens Association urges most strongly that this item 
be restored to the budget. While we feel that economy is the watchword at the 
present, we feel that economizing with the welfare of our young people is very 
poor economy. We feel that the best way to fight juvenile delinquency is to 
provide adequate and wholesome recreation opportunities. We hope that in 
your deliberations you will be sympathetic toward this viewpoint. 

Yours very sincerely, 


Exvinor Lorp MILLER 


Mrs. Joseph L. Miller. 


WasHINGTON, D. C., April 21, 1953. 


Hon. STYLES BripGEs, 
United States Senate, 
Washington, D. C 


My Dear Senator: I am going to presume on our acquaintanceship which 
commenced a few years ago, as you will perhaps recall, as dinner guests of out 
mutual friends, the Roland Marshalls, to speak to you of a matter which I think 
concerns us all and which will come before you for a decision at a scheduled 
meeting of the Senate Subcommittee for Independent Offices on Thursday. 

At that time I am informed that a request will be resubmitted by the National 
Capital Planning Commission for a relatively small amount of money to be 
included in the 1954 budget for land purchases. 

Originally the Commission requested $1,256,000, which amount was eliminated 
by the Bureau of the Budget. The amount now requested, some $265,000 for 
Maryland and $100,000 for Fairfax, is for land purchases to extend the George 
Washington Memorial Highway. 

Of course this project is not vital and neither is it directly connected with 
national defense, but I would like to suggest that it would be false economy to 
eliminate this small appropriation and jeopardize a project to which so much has 
already been committed. 

If the land is purchased, the big expenditures for highway development can be 
deferred for years if necessary. But if this opportunity to acquire the land is 
passed by for the second successive year, the ultimate purchase will likely require 
a much larger sum at a time when a similar need for economy may exist. 

I would like to reduce this supposition to facts, if I may, as they actually exist 
in Fairfax County today. 

Two years ago the Congress appropriated enough money for the Commission 
to purchase land for the extension of the George Washington Memorial Highway 
on the Virginia side to the Arlington-Fairfax County line. This year $75,000 is 
requested to purchase adjacent land in Fairfax County for necessary extension. 
The State of Virginia and the County of Fairfax, at the request of the Federal 
Government, have appropriated an equal amount. 

Meanwhile a 27-acre tract of land which includes the land needed for this 
highway extension has been sold to a builder for subdivisions of private homes. 
This builder, I am told, has indicated his desire to cooperate with the Planning 
Commission in reserving land which is marked for the roadway if there is a 
reasonably early date for its acquisition. Certainly he couldn’t be expected to 
reserve the land indefinitely and once it is built upon it will be far more costly 
to the Government to acquire. 

I merely offer this as an illustration of what delays in land taking can do to a 
worthy project in which such a relatively small amount of money is presently 
involved. 

In case it escaped your attention, I am enclosing a prominent news item which 
appeared in the Washington Post this morning and which really moved me to 
bring this matter to your attention. 

In case other duties prevent your presence at the scheduled hearing on Thurs- 
day I hope that you will think it sufficiently worthwhile to transmit your views 
to the subcommittee which will take action. 

Thanking you very much for your consideration and with best wishes, I 
remain, 

Yours sincerely, 
Wiis 8. Fircu 
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Senator Satronsratt. Mr. Lohman, what you would like would be 
the same thing that Senator Beall has spoken of. You believe that 
Senator Beall’s testimony to the effect that it is essential that you 
have $365,000 for this memorial highway would be extremely helpful 
this year? 

Mr. Loumayn. I think it would. 


MARYLAND CONTRIBUTION 


Senator ELLENDER. What is the contribution of the State of Mary- 
land on this ? 

Senator Beary. Two-thirds. 

Mr. Watkins. We have paid back $999,000 already. 

Senator ELtenper. The city of Washington, through the Federal 
Government, pays one-third. 

Mr. Warxins. The Congress appropriates one-third as an outright 
gift. The two-thirds is loaned, interest-free, for 8 years and then 
repaid through Maryland. 

f I may add, Mr. Chairman, it seems to me that this represents a 
minimum basis for permitting us to continue to realize under the ben 
efits of the Capper-Crampton legislation and to hold the line. 

Senator MayBank. I thoroughly agree with you. The Senator from 
Virginia last year was quite interested in this because, I think, they 
put up the same amount, two-thirds. 

Senator Bratu. Yes. 

Senator Maypank. If you do not get the land now, some speculator 
is going to buy it, the parkway will be ruined, and the option is up 
this year. 

Senator Bratt. Yes. We all know, particularly the people living 
there, the problem you are up against. 

Senator SatronstaLL. Thank you, gentlemen. 


MARYLAND PAarK AND PLANNING CoMMISSION 


STATEMENT OF ROBERT M. WATKINS, CHAIRMAN, MARYLAND 
PARK AND PLANNING COMMISSION 


PREPARED STATEMENT 


Mr. Watkins. I am Robert M. Watkins, chairman of the Maryland 
Commission. 

May I file this statement with the committee, please, and our press 
statements ? 

Senator SaLronsTALL. Without objection they will be filed. 
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(The material referred to follows :) 














Orrice OF THE SECRETARY-TREASURER, THE MARYLAND-NATIONAL CAPITAI 
PARK AND PLANNING COMMISSION 








Breakdown by park unit of 


requested app opriation for fiscal year 1954 under 
sec. 1 (b) of ( apper-Cramton Act 










Federal Mary 
Park unit and location Acreage one-third two-third Total cost 


grant cost 







Montgomery County 
















Rock Creek Park unit No. 5 (area west of Viers Mill 

Village extending the length of that development A4 $8, 000 $16, 000 $24, 000 
Northwest Branch Park unit No. 3 (area from 

Montgomery-Prince Georges Counties line to 

Colesville Rd 330 42, 000 84. 000 126. 000 
Litt'e Falls Branch Park unit No. 1 (area from 

Massachusetts Ave. to MacArthur Blvd A5 50, 000 100. 00 59, 000 







Total, Montgomery County 439 100, 000 200, 000 300, 000 





Prince Georges County 
Northwest Branch Park unit No. 2 (area fron 
University Lane to Montgomery-Prince Georges 










Counties line 154 44. 000 RS, 000 132, 000 
Paint Branch Park unit No. 2 (area from Metzerott 

Rd. to Calvert Rd 281 75, 000 150, 000 225, 000 
Oxon Run Park unit No. 1 (area from Maryland- 

District of Columbia line to Naylor Rd.) 134 45, 000 90, 000 135, 000 









Total, Prince Georges County 569 164, 000 328. 000 492, 














Grand total 1, 0O8 1 264. 000 





From Federal Government, congressional appropriation, 


fiscal 1944. 
From proceeds of sale of bonds by Maryland commission 






























In response to inquiries regarding reported suggestions as to repeal or modifi- 
cation of the .Capper-Cramton Act, the Maryland-National Capital Park and 
Planning Commission today made the following statement: 

“Although we have no official information on the proposal, the commission is 
deeply apprehensive over the situation. Hither outright repeal of the act or 
establishment by Congress of a definite policy of failure to make appropriations 
thereunder would be fatal to the metropolitan park system for the Nation’s 
Capital created by the act. 

“Development of the Capper-Cramton parks and parkways in the environs of 
the Nation’s Capital has made steady progress for nearly a quarter century 
notwithstanding war, depression and other national emergencies. 

“Through this Federal enactment, reciprocal enabling legislation by Maryland 
and the execution of the basic agreement thereunder dated November 19, 1931, 
between the National Commission acting for the United States, and this com- 
mission acting for Maryland, the plan and pattern of these stream valley parks 
have been fixed and much of the area acquired. Approximately 3,000 acres of 
park land in Montgomery and Prince Georges Counties have been acquired since 
1930. Much of this land has been developed and improved for park purposes. 
Completion of the comprehensive park plan under the basic agreement involves 
acquisition of an additional 5,141 acres, 

‘Title is in this commission as the agency of the State, so designated by the 
General Assembly of Maryland, but the United States has a tremendous stake in 
these parks which would be sacrificed either through outright repeal or indirect 
repudiation of its commitments by establishment of a definite policy of failure 
to make further appropriations. 

“At present the United States and Maryland jointly agree on the land to be 
acquired and the manner of its development. At present the United States has 
a voice in such matters, for example, as whether or not arterial highways shall 
traverse these parks. A conspicuous example is the relocation of U. 8. 240, as 
proposed by the State Roads Commission. It would be most unfortunate if the 
Congress should decide to abandon these controls and forfeit all interest in and 
control over the park system in Maryland thus far acquired. 
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“Such a step would involve outright repudiation and breach of the bas 
ment approved by President Hoover and the late Albert ©. Ritchie as Gov 
of Maryland. Although the constitutional prohibition against a law 
the obligation of a contract is not in terms a limitation on the Congress, 
confident that Members of that body will : only a ie deliber: 1a 
hesitate in this case to pass a law whi reneral Assembly of Mai 
could not enact because of the constitutional \ l 

“Either outright repeal or repudiation of the agreement by establishment of 
policy of refusing to appropriate would necessarily require Maryland 
examine the park plan from the standpoint of Maryland alone, This mig! 
ceivably result in a decision to dispose of certain areas of the present parl 
the utilization of the proceeds for the acquisition of sites which might | 
serve the interests of citizens of Maryland if their interests alone were to 
considered. 

“The fact that Congress has failed to make appropriations for the p: 
years is not regarded by this Commission as the establishment of a definite 
policy, which this Commission believes would constitute an indirect method of 
repudiation of the agreement.” 


Mr. Warkins. May I say as acting chairman of the Regional 
Planning Council that we sorely need the restoration of the National 
Capital Planning Commission’s budget at least for the $155,000 in 
order that this regional council from the six counties, Prince William, 
Loudon, Arlington, Fairfax, Prince Georges, and Montgomery, ¢: 
continue its coordinating work and constructive planning in the 
areas, 

Senator Sauronstatt. Thank you, sir. 

Mr. Warktns. Thank you. 

Senator SauronstaLtyt. We will now hear from Mrs. 


Richards. 
RECREATIONAL Faciuitres 1N CLEVELAND Park, Wasnutneron, D. ¢ 


STATEMENT OF MRS. ROBERT K. RICHARDS, CHAIRMAN, 
CLEVELAND PARK RECREATION COUNCIL 


PREPARED STATEMENT 


Senator SALTONSTALL. Without objection, Mrs. Richards’ statement 
will be included in the record at this point. Do you wish to add 
anything to this statement ? 

(The statement referred to follows: 


STATEMENT BY Mrs. Rorert K. RicHanri HA [AN OF THE Col 


My name is Mrs. Robert K. Richards. I am chairman of the Cleveland Pa 
Recreation Council, comprised of a number of organizations which are listed 
below. It is on behalf of this council’s objectives for improving recreation 
facilities in the Cleveland Park area of the District of Columbia that I am 
appearing before the Senate Independent Offices Committee 

We are anxious to enlist your support and approval in the request made by) 
the National Planning Commission for an 8-acre tract, known on their maps as 
the Proposed Cleveland Park-Connecticut Avenue recreation center. You are 
aware, I am sure, that the commission has earnestly sought funds over a period 
of years for acquisition of this recreation center As this committee knows 
our residential area located near the center of the city is already densely 
populated and continues to grow. The increasing population and the congestion 
on numerous traffic arteries have pointed up the necessity for pursuing 
quickly as possible the plan to purchase this tract Resurvevys of our are ‘ 
both by the commission and by our council in October 1952, strikingly confir1 
the belief that our need for more recreation space had greatly increased 
last few years. We are, I believe, the only heavily pop 


ted area in tl 


for which land has not been provided for adequate recreational facili 
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We therefore respectfully request this committee to authorize the National 
Capital Planning Commission to acquire such acreage, so that plans may move 
forward as rapidly as possible toward developing it in order that the critical 
needs of Cleveland Park will be met. 


MEMBER ORGANIZATIONS OF CLEVELAND PARK RECREATIONAL COUNCIL 


soy Scout Troops of Cleveland Park 

Church of the Annunciation 

Cleveland Park-Cathedral Heights Citizens Association 
Cleveland Park Club 

Cleveland Park Community Library Committee 
Cleveland Park Congregational Chureh 

Connecticut Avenue Citizens Association 

Dad-Coached Club of Cleveland Park 

John Eaton School Parent-Teachers Association 

John Eaton School Preschool Mothers 

Uptown Lions Club 

Parents and friends of Macomb Street Playground 
Satterlee Hall Athletic Club 

Uptown Connecticut Avenue Businessmen’s Association 
St. Alban’s Church 

tirl Scout Troops of Cleveland Park 

Mrs. Ricuarps. I fe not have anything else. It is a short state- 
ment and I hope in reading it over you “will see your way clear to 
support the National C apits 1 P lanning Commission and their request 
in regard to Cleveland Park. 

Senator SatronsTautu. Was this included in the revised budget ? 

Mrs. Ricnarps. I think it appeared in the House. 

Senator Sauronsraui. I mean was it included by President Eisen- 
hower in the revised budget ? 

Mrs. Ricuarps. No; but I wish to request that it be reinstated. 

Senator SautronsTauu. This is different from the one in regard to 
the extension of Washington Memorial Highway ? 

Mrs. Rrcwarps. That is certainly right. It is a recreational play 
area in Cleveland Park where conditions are crowded and where we 
have no large play area, so I hope that you will give it sincere 
consideration. 

Senator Sarronstaty. Thank you very much. 

We have also received telegrams from the Upper Montgomery 
County Planning Commission which are made a part of the record. 

(The telegrams referred to follow :) 

ROcKVILLE, Mp., April 23, 1953. 
Senator LEVERETT SALTONSTALL, 
Chairman, Senate Appropriations Subcommittee on Individual Offices, 
Senate Office Building: 

The Upper Montgomery County Planning Commission wishes to go on record 
as unalterably opposed to the emasculation of the Stream Valley Park System 
for the Washington Metropolitan area so nobly conceived under the Capper- 
Crampton Act of 1930. This commission urges the inclusion of sufficient funds 
in the NCPC budget for park land acquisition purposes in order to prevent the 
irreparable loss of land needed for the development of an adequate metropolitan 
park system. 

Tuomas ©. Kettey, Chairman. 
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ROCKVILLE, Mp., April 28, 1953. 
Senator LEVERETT SALTONSTALL, 
Chairman, Senate Appropriations Subcommittee on Individual Offices, 
Senate Office Building: 

The Upper Montgomery County Commission urges the Congress to include in 
the budget appropriations for NCPC funds for implementing the work of the 
National Capital Regional Planning Council recently created by the Congress 
to promote the integration of the area surrounding Washington with expanding 
Federal projects and facilities. Without regional planning the benefits gained 
from Federal expansion will soon be lost in the reestablishment of the old 
problems in new places. 

Tuomas C. KELLey, Chairman. 


THE RENEGOTIATION BOARD 


STATEMENTS OF FRANK L. ROBERTS, BOARD MEMBER; JOHN H. 
JOSS, BOARD MEMBER; LAWRENCE E. HARTWIG, BOARD MEM- 
BER; M. L. REESE, DIRECTOR, OFFICE OF ADMINISTRATION; AND 
JOHN L. GANLEY, JR., BUDGET OFFICER 


PREPARED STATEMEN' 


Senator SALTONSTALL. Now, we have one more matter that the Chair 
hopes will not take very long, the Renegotiation Board, Mr. Roberts. 

We will put in the record at this point a statement by Mr. Roberts 
which gives the justifications of the amount. Also his prepared 
statement. 

(The material referred to follows :) 


THE RENEGOTIATION BOARD, 
Washington, D. C., March 23, 1953. 
The CHAIRMAN, SENATE COMMITTEE ON APPROPRIATIONS 

DEAR MR. CHAIRMAN: I have the honor to transmit to you a copy of a letter 
sent to the chairman of the Subcommittee on Independent Offices of the House 
Appropriations Committee which explains a reduction in the Renegotiation 
Board’s fiscal year 1954 budget estimates from $8.5 million to $7.5 million. 

Details of the $1 million reduction are reflected in attached revisions of pages 
5, 10, and 11 of the budget-justification statements which were submitted to your 
committee in January. 

In accordance with your committee clerk’s instructions, we are not submit- 
ting a completely revised justification document at this time but will shortly 
do so. 

We shall be happy to furnish further details or such clarification of our 
1954 budget as the committee desires. 

Sincerely yours, 
FRANK L. ROpeErtTs, 
Authorized Board Member. 


STATEMENT OF THE RENEGOTIATION BoarRD BEFORE THE SUBCOMMITTEE ON THE 
INDEPENDENT OFFICES BILL OF THE SENATE COMMITTEE ON APPROPRIATIONS 


Mr. Chairman, we welcome this opportunity to appear before your committee 
in support of the Renegotiation Board’s 1954 budget estimates. This budget rep- 
resents the first estimate that we have been able to give the committee of the 
costs of administering the Renegotiation Act of 1951 in a year of full-scale opera- 
tions. Our budget for fiscal year 1952 covered only part of a fiscal year, and 
our budget for fiscal year 1953 covered a period of relatively limited operations 
and buildup. 

Renegotiation of defense-related business, which in World War II worked 
effectively to keep profits within reasonable bounds, and which was revived in 
1948 to control profits from the aircraft buildup, was greatly broadened with the 
passage of the 1951 act. The renegotiation clause is now required to be included 
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in the contracts of 20 defense and defense-related Government agencies, as a 
means not only of recovering excessive profits but also as a measure to induce 
closer pricing of goods and services required for defense use. 

The objective of rengotiation, unlike that of taxation, is not the raising of 
revenue ; however, it has been demonstrated that substantial amounts of excessive 
profits will he returned to the Government under the administration of the cur 
rent act. Since the reestablishment of renegotiation, excessive profits of over 
$43 million have been recovered, and we are reviewing additional regional-board 
determinations amounting to over $15 million at the present time. In addition 
to these direct recoveries, the existence of the renegotiation statutes ha 
an important factor in the securing of closer prices on military and related items 
I would not hesitate to say that the indirect savings from renegotiation would be 
manv times the amount of direct recoveries. 

During fiscal year 1954, renegotiations will be for the most part conducted 
with contractors for their fiscal years ended in 1952. Due to the necessary la 
between letting of contracts and the production of defense items thereunder 
calendar year 1952 was the first year to reflect in substantial amounts the heavy 
expenditures under appropriations made for the defense buildup. Both ¢! 
number of contractors and the amounts of renegotiable business performed 
fiseal vears ended in 1952 are much more substantial than in prior vears. It was 
toward this situation that the Congress directed the Renegotiation Act of 1951 
It will be recalled that the act provides that renegotiations with contractors must 
be concluded within a 2-year period after commencement and that, therefore 
the workload must he kept relatively current 

Pending before the House at the present time, in the independent-offices 
appropriation bill, is a proposal to appropriate to the Board, for the fiscal year 
1954, $5.192.800. This is eanivalent to our 1953 appropriation As T pointed 
out earlier, fiscal year 1953 represented a period of limited operations and 
buildup. The major part of our workload did not reach the Board until the 
latter part of calendar vear 1952. Our regional offices must add to their staffs 
during the remainder of fiscal year 1953 and the early part of fiscal year 1954 
to meet production requirements. Fiscal year 1954 represents, what should be, 
the peak workload year under the Renegotiation Act of 1951. On that basis 
we submitted an $8.5-million budget to the Congress which would have enabled 
us to completely process the 10.000 cases we thought were necessary to keep us 
reasonably current with our workload and to stay within the statute of limita 
tions. Through subsequent review, we reduced that estimate by a million 
dollars which would still enable us to complete 8,750 cases. I might point out 
here that 8,750 cases represent only about one-half of the more than 15,000 
cases which will be in the field for processing during fiscal year 1954. 

The House Committee on Appropriations has recommended to the House a bill 
which would fix our appropriation at $5,192,800. In making its recommendation 
to the full committee, the subcommittee said: “The committee has included 
$5,192.800 in the bill for this activity, which is a reduction of $215.000 below the 
1953 appropriation and $3,307,200 less than the budget estimate. The reduction 
helow the 1953 appropriation is due to the transfer of that sum to the General 
Services Administration for rental of auarters to be oceupied by the Renogotia 
tion Board during the fiseal vear 1954.” It seems obvious, from the report, that 
the committee failed to give adequate consideration to the fact that this agency 
has been, and still is, building up its staff to enable it to carry out the purpose for 
which the agency was created. On a long-range basis, the proposed reduction 
in our estimates will not result in net savings, since the renegotiation work still 
has to be done, whether it is done in fiseal year 1954 or fiscal years 1955 and 1956 

The Board is reviewing its operating procedures and attempting to simplify 
and sneedun the renegotiation process. We have operated with a minimum of 
exnense both in the field and in the head arters, and we have consistently 
followed the policy of staffing as the caseload required it. However, the Honse 
subcommittee allowance would require us to reduce our staff to the point where 
we eould complete onlv 5.300 field cases in fiscal vear 1954. This is 3.000 eases 
less than we believe must be completed in fiscal year 1954. 





FIRST INDEPENDENT OFFICES APPROPRIATIONS, 1954 


The estimates before you represent what we consider to be a sound 
plan ‘and the minimum requirements to enable us to discharge « 
responsibilities under the act. The members of the Board 
discuss our planned opeations in relation to the budget we are presenti! 
to provide you with any other details which may be cf interest 

Marcu 20 
Hon. JOHN PHILLIPS, 
Chairman, Subcommittee on Independent Offices {ppropriations 
House of Representatives, Washington, D. C. 

My Dear Mr. CHAIRMAN: The Renegotiation Board has revised its 1954 budget 
estimates, and I submit herewith, for your consideration, amendments to the 
budget justifications which were presented to your committee when the members 
of the Board met with you on February 23, 1953. Our original budget estimates 
amounted to $8.5 million; the revised total is $7.5 mill 
$1 million is in conformance with a Bureau of the Budget directive. 

Attached hereto ure revisions of pages 5, 10, and 11 of our original budget 
justification statements. You will note that significant reductions have been 
made in each area of the Board’s operations especially in the headquarters group. 
In addition to an overall reduction of 148 positions and 121 man-years in pet 
sonal services, we have severely cut our estimated requirements for funds for 


io The reduction of 


travel and other operating experses. Finally, we have reexamined our workload 
estimates in the light of more recent experience and have revised eur produc 
tion schedules to provide for the handling of 35,000 filings by contractors subject 
to the Renegotiation Act and the completion of 8,750 cases in fiscal year 1954 
In accordance with the committee clerk’s instructions, we have submitted revi 
sions of only those pages of the justification which are of a summary nature in 
lieu of a completely revised document. Should the committee wish further 
documentation or more detailed information as to the results of our reevaluation 
of the Ronegotiation Board budget, we shall be happy to furnish such informa 
tion or appear before your committee to clarify our program plans and estimates 
Sincerely yours, 
FRANK L. Rogerts 
tuthorized Board Me 


PURPOSE OF APPROPRIATION 


Phe general purpose of the appropriation “Salaries and expenses, Renegot 
tion Board” is to provide funds for salaries and all other expenses of the 
gotiation Board, created by the Renegotiation Act of 1951 (Public Law 
Cong., approved March 23, 1951) with authority for the determination 
elimination of excessive profits realized by contractors and subcontracto 
connection with procurement under the national defense program 

These estimates include the salaries of all full-time personnel assigned to the 
activities of the Renegotiation Board, as well as the expenses of consultants 
and experts employed part time or intermittently in connection with the various 
programs of the Board. In addition, the estimates include all expenses for tem 
porary duty travel, including transportation and per diem, communication ex 
penses, printing and reproduction, office supplies and utility services, equipment, 
and other costs incident to the administration of the act. 


Y Estimate of obligat ons by activity 


1954 estin 


Original 
estimate 


Executive direction - $264, 808 $471, 661 $550, 282 $529, 188 $21. 004 
2. Staff operations 522, 485 898, 184 1, 101, 290 958, 488 42, 802 
Renegotiation operations (field) _.- , 537, 4, 037, 955 6, 848, 428 6, 012, 324 R36. 104 


Total obligations 2, 324, 893 5, 407, 800 8, 500, 000 7, 500, 000 1, 000, 000 


1The Board was not established until Oct. 3, 195i, thus fiscal year 1952 man-years and 
expenses are relatively low. 
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Summary of man-year requirements 








| 
1954 estimates 
1953 esti 


952 actual ! 
1952 actual mates 


Difference 
Original Revised 


estimate estimate 












Executive direction 28. 2 65. < 


1. 3 82. 1 74 8.1 
2. Staff operations 39.0 118.8 152.9 134 18.9 
3. Renegotiation operations (field) ._. 177.9 505. 5 880. 0 786 —#4. 0 

Total_. 245. 1 689. 6 1,115.0 904 —121.0 





1 The Board was not established until Oct. 3, 1951, thus fiscal year 1952 man-years and expenses are rela 
tively low 





SUMMARY OF THE CURRENT 





PROGRAM 








In January 1952 the Secretary of Defense delegated to the Board his policy 
responsibilities and operating funcgions under the Renegotiation Act of 1948 and 
the Renegotiation Board assumed responsibility for all uncompleted filings under 
the 1948 act. The Board received 1,545 filings in various stages of processing and 
400 split-year filings from the military departments for completion of renegotia 
tion. Determinations have been made in 1,800 cases of this group. In addition 
to the above, some 250 filings of contractors subject to the 1948 act have resulted 
from Board followup and are being processed. 

As of March 31, 1953, contractors subject to the 1951 act had filed 30,998 
statements pertaining to their 1951 and 1952 fiscal-year operations. Of this 
number 18,401 had been found to be below the statutory amount for renegotia 
tion. Of the remaining 12,597 contractors’ reports indicating more than $250,000 
of renegotiable business, 4,836 had been examined and assigned to the regional 
boards for full renegotiation proceedings, 3,873 withheld from assignment by a 
screening process and 3,888 were being examined. In tabular form this is pre 
sented below: 




















Statements filed (1951-52 years) : 
Contractors’ reports below the floor 


‘3 ie 18, 401 
Contractors’ reports above the floor: 







Examined and assigned __- abt bhatt dae i 4, 836 
Withheld by screening process_____-_--~- ect deuce ee 
In process libvecihe dS othe Ved 3, 888 


— 12, 597 





TOON ae ea i ek al re as SE re 80, 998 


Determinations of excessive profits amounting to $13.6 million have been made 
in connection with 1948 act cases since the Board assumed responsibility for 
them (this is in addition to $6.7 million recovered by the Military Policy and 
Review Board under that act prior to January 21, 1952) ; $22.5 million has been 
recovered from 1951 act cases. The total of recoveries under the Board’s admin 
istration amounts to $36.1 million. Determinations by regional boards amount 
ing to over $15 million which have not been reviewed by the Statutory Board 
will, if approved, bring this total up to $51 million. 


Workload estimates 








The workload of the Board derives from reports filed by contractors whose 
business is subject to the Renegotiation Act of 1951. <A contractor having any 
business from renegotiable contracts or subcontracts during his fiscal period 
nrust file a statement with the Washington headquarters of the Board concerning 
the applicability of the act to such business no later than the first day of the 
fourth month after the close of his fiscal year. In order to insure compliance 
with this provision of the statute the Board maintains a mailing list of names, 
derived from every available source, of Government prime contractors and their 
subcontractors. Annually, a letter of preliminary inquiry is sent to these con- 
tractors from the Washington headquarters apprising them of their responsi 
bilities under the statute. Due to the time lag between the close of the con- 
tractor’s fiscal year and actual receipt of his reports by the Board, the impact 
of 1 year’s business on the workload of the Board is reflected in 2 Government 
fiscal years. To clarify this, in the tables following we have shown the cases 
arising from contractors’ fiscal periods in table I and their distribution across 
Government fiseal years in table II. 
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TABLE I. 


Contractor filings 
Below the statutory floor ! 
Above the statutory floor 


Total 


1 Estimated. 


TABLE II - Filings and disposition 


Contractor filings received 
Above the floor 
Below the floor 


Total 


Cases requiring full renegotiation process 
Backlog from previous year 


Total 
Cases completed 


Forwarded to next year 


1 Assuming no extension of the act 


Comparative stateme 


Actual, 
1952 


Estim 


ol 
02 
03 
Ot 
05 
06 
07 
08.1 


Total personal services $1, 846, 
Travel a 
Transportation of things 
Communication services 
Rents and utility services 
Printing and reproduction 
Other contractual services 
Newspapers and periodic 
08.2 Supplies and materials 
09.1 Motor vehicles 

09.2 Equipment 

i5 Taxes and assessments 


495 
50, 578 
a. « vi 
14, 090 
83, 447 
17, 194 
301 
50 
45, 000 
5, 643 
192, 017 


, 761 


He 


} 
LS 


28, 


Total expenses , ¥13 10 


1 The Renegotiation Board is not budgeting rents and 1 
will be met by General Services Administration in the fu 


REVISED Bt 


Senator SaLttonstTaLt. Now, Mr. R 
for $7,500,000. The original budget 


had $5,407,000, and the House allowe 


transferred to the General Services 


you satisfied with what the House gave 


1953 
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Estimated filings by contractors, fiscal years 


1951 


1952 


, by Governme nt, fiscal years 


Estimate 


Fiseal year 
1954 


Fiseal year 


Fiscal y 
1953 19055 


, 769 
10, 360 
2, 950 


, 419 


nt of expenses 


Actual, 


1952 


Es 


Estimate, | 
1954 


ti 


1¢ 


5, 000 
75, 000 


YOO 


5, 000 
215, 000 


000 
000 

0 
950 


000 


100 > 


a8, 


000 7, 500, 000 100. 0 100 


itility services for fiscal year 1954, s 
ture, 


ince this cos 


IDGET 


oberts, the revised budget calls 
was $8,500,000. Last year you 
d vou $5,192,000, plus $215,000 
Administration for rent. Are 
s you? 


Mr. Roserts. Mr. Chairman, we are very definitely not satisfied 
with what the House gave us. We feel that it would retard the pro- 


pam that the Congress intended to be 
egislation. The Renegotiation Act « 


» carried out when it passed the 
»f 1951 was passed in 1951, but 
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f 
the Board was not organized until the 1952 calendar vear. Therefore, 
to date the Board has been in a position of building up its staff and 
its regional offices to care for a large workload that is already on hand. | 
The House action would require a reduction in the 789 people that we 


presently have and would seriously hamper our work. 
ANTICIPATED PERSONNEL 


Senator Savronstaty. Last year you had 690 employees. The 
original budget called for 1,115. The revised budget called for 994. 
Now, if the House figure was adopted, what would that give you 
in personnel ? 

Mr. Rowers. In personnel 688 people. I would like to point out, 
if I may, that is isin people than we have on board today. 

Senator Sauronsta.. So that you feel that the revised budget is the 
minimum under which you can operate ? 

Mr. Roserts. Yes, sir, we would say so. 

Senator Satronstatt. Why do you say that? Will vou please 
repeat why that is so? 


FIELD OFFICE WORKLOAD 


Mr. Rorerrs. Yes. The reason we feel that the revised budget is 
the minimum that we can carry on under is the known workload in 
our field offices. We will have as of June 30 this year, with April, 
May, and June’s operations estimated, a carry over of 7,115 uncom- 
pleted renegotiation assignments. Those assignments must not be 
allowed to pile up because the law under which we operate carries a 
statute of limitations. We must complete the renegotiation of cases in 
accordance with the terms of the statute. Unless we have the mini 
mum budget requested, we will be unable to keep abreast of our work 
load, 

I would like to add that during fiscal 1954 we anticipate that an 
additional 7,000 assignments will be sent to the regional boards which 
will make their total for operations during the year in excess of 15,000 
renegotiations assignments. 

Senator Satronstrati. About how fast are you working per month 
now ¢ 

Mr. Roserrs. Mr. Chairman, the last month figures are 251 assign- 
ments completed. 

Senator Sarronstay. Then you get 15,000 assignments, you have to 
work at about 1,250 a month. 

Mr. Roserts. That is correct, sir. 

Senator SALTonsTALL. You only did 251 

Mr. Roserts. In the last month, which was March. 

Senator SauronstaLL. How many employees did you have then? 

Mr. Roserts. Approximately 680 employees at the beginning of the 
month. 

Mr. Chairman, I would like to add, if I may, the fact that because 
of the buildup and the lag in the letting of contracts for a defense pro- 
gram that the renegotiations we will be doing in 1954 will be the con- 
tractors’ fiscal years that ended on December 31, 1952. So we will 
be doing the year 1952 in Government fiscal year 1954. 

Senator Sarronstaty. What is the statute of limitations ? 
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Mr. Roserts. The law requires that we commence the renegotiation 
within 1 year after the filing by the contractor and further requires 
that we complete renegotiation within 2 years after its commencement. 


TRANSFER OF FUNDS TO GSA ACCOUNT 


Senator SavronsTaLy. Do you agree with the House that $215,000 
has been transferred to the GSA account so that what this committee 
should do should not include that? Is that correct ? 

Mr. Roserts. That is correct, Mr. Chairman. In keeping with the 
provision of the law, GSA is required to furnish our space require- 
ments. Up to this point being a new agency, we have had to seek 
such money from the Congress. 

Senator SALTONSTALL. So that is not included in this amount which 
you ask for? 

Mr. Roserts. It is not. 


RECOVERY OF EXCESS PROFTTS 


Senator ELLenper. I notice at the bottom of the first page you say 
since the reestablishment of renegotiation, excess profits of over $43 
million have been recovered. Over what period of time is that ? 

Mr. Roserrs. That is since the 1948 act was passed in the spring of 
1948. However, aguin I would ask yeu to bear in mind the fact that 
there is almost a 2-year lag between the completion of renegotiation 
and close of contractors’ year that is being renegotiated. 

Senator ExtLtenver. How much more would that add then to the 
figure? 

Mr. Roserts. I merely point that out, Senator Ellender, because the 
time would seem to be from 1948 onward. But it really is 1950, before 
you have any effective recoveries from renegotiations under the 1948 
act. 

Senator ELLenper. So that the $43 million then would come as col- 
lections from 1950 on? 

Mr. Roserts. That is right. Beginning in the last months of 1950. 

Senator ELienper. Now, I notice also that you have determinations 
made on $15 million more. Now, if you are as successful in the future 
as you have been in the past, how much of that do you expect to 
recover / 

Mr. Ropertrs. Senator Ellender, that $15 million represents findings 
by our regional boards which are tentative pending review by us. We 
point out the tentative nature of these because we could on our review 
disagree with some of those findings and therefore the figure would 
not be a firm figure. 

Senator Ex.enver. This is a firm figure so far as your field figures 
are concerned. 

Mr. Roserts. It is, sir. It could go upward or downward. 


CURRENT CASES 


Senator ELtenper. How many cases have you on hand now ? 
Mr. Roserts. We have on hand in the field approximately 6,000 
“ases ; 6,292 is the figure. 
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Senator E:tenper. How much of that is involved by way of money 
we might recover? 

Mr. Roserts. That is impossible to estimate because someone has 
to look at them in detail and go through a renegotiation process before 
that develops. 

Senator Eitenper. You have been more than self-sustaining since 
you have been reorganized. 

Mr. Rorerts. We have, sir. 

Senator SarronsTatu. Senator Ellender, do you believe we have all 
the information for the record ? 

Mr. Roserts. Mr. Chairman, may I make one comment? 

Senator SatronstTatu. Yes. 

Mr. Rosertrs. When you are regarding this from the standpoint 
that Senator Ellender is, I would like to point out that those figures 
represent a period of very low operation and they represent the com- 
pletion of only 1,545 cases. I would like to have you bear that in 
mind when we speak of present workload before us of 6,292 cases 
and the seven-thousand-odd that we expect to receive in 1954 fiscal 
year. 

Senator Ertenper. When you say “very low operation” you mean 
because there were not very many to renegotiate ? 

Mr. Roserts. I mean the act was passed in the spring of 1951 and 
then the moneys appropriated for defense purposes from that time 
onward were subject to renegotiation. However, the contracting 
process has to be carried through and there is a lag of approximately 


2 years before you feel the impact in the form of deliveries. 


PURPOSE OF INVESTIGATION 


Senator Sauronstaty. The long and short of it is that the purpose 
of renegotiation is to get agreement between the Government and 
these contractors, is it not? 

Mr. Rorerts. It is, sir. 

Senator Savronstatu. And it is not fair to the contractors, who are 
individual citizens bidding on Government jobs which are low-priced 
in any event, in a lot of instances, not to have this renegotiation per- 
formed promptly in order that they may know where they stand. 

Mr. Roserts. It is, sir. 

Senator Sarronstautu. Also, from the Government point of view, if 
the profits of the contractors are exorbitant, in order to make new 
contracts they ought to know what the proper amount is. 

Mr. Roserts. That is correct. 

Senator SaLronstTaLL. So that this board, perhaps more than any 
other board ought to be able to do its work promptly. 


CONTRACTOR CREDIT PROBLEMS 


Mr. Ronerrs. I think there is another point I would like to mention, 
if I may; that is, that a businessman has credit problems and if he has 
an exposure to renegotiation unsettled, he cannot deal satisfactorily 
with the banks from whom he is seeking credit for performance of his 
daily operations. 

Senator Satronstat,. Now, the House makes a comment about 
inefficiency on your part. Did you see that comment ? 
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Mr. Roserts. We did see that, Senator. We did not like it, in short. 
Senator SaLronsTaL.. What are you going to do about it ? 


STUDY OF OPERATING PROCEDURE 


Mr. Roperrs. We have instituted a careful examination of every 
operating procedure that we have. We have had a meeting of our 
regional board members in Chicago with the members of the present 
board here in Washington. We discussed the methods that we are 
following, asked them for suggestions to improve efficiency, cut down 
our procedures, wasteful procedures of any kind if there were any, 
and we expect that after coming through that careful examination, we 
will be able to state flatly that we are operating in the most efficient 
way we know how to run it. We believe we are doing that today. 

Senator Extenper. Is it your view that the mere existence of this 
board will probably act as a deterrent to contractors asking, presenting 
a contract that would mean more profits for them, greater profits? 

Mr. Roserts. Senator, we are convinced of that fact. We think 
the very existence of renegotiation is a substantial deterrent to the 


charging of high prices in the first instance. 
Senator ELLenper. Have you come across many cases in which your 
representatives have found no excess profits ¢ 


Mr. Rovertrs. Yes, sir. 

Senator ELLenper. What percentage, about 

Mr. Ropserts. I believe of the ver Vy smi ill number of cases, the one 
thousand five hundred-odd that we have completed, that 11 percent of 
them have been cases where we determined excessive profits to exist. 

Senator a r. Now, the next question is, What are you able to 
say about whether or not that percentage is increasing in which you 
find less? 

Mr. Rosertrs. We can state fl: itly that percentage is increasing. 

Senator Extenper. Which substanti: ally is your view of it that you 
have just expressed. 

Senator SatronstaLL. Thank you, gentlemen. 

If there are no further questions, we will recess until 10 o’clock 
tomorrow morning. 

(Whereupon, at 5:10 p. m., Thursday, April 2: 


}, 1953, the hearing 
was recessed until 10 a. m., Friday, April 24, 1953.) 
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FRIDAY, APRIL 24, 1953 


Untrep States SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, a. @, 

The subcommittee met at 10 a. m., pursuant to recess, in Room 212, 
Senate Office Building, Hon. Leverett Saltonstall (chairman of the 
subcommittee) presiding. 

Present: Senators Saltonstall, Ellender, Robertson, Kilgore, and 
Magnuson. 


GENERAL ACCOUNTING OFFICER 
OFFICE OF THE COMPTROLLER GENERAL 


STATEMENTS OF LINDSAY C. WARREN, COMPTROLLER GENERAL 
OF THE UNITED STATES; FRANK L. YATES, ASSISTANT COMP- 
TROLLER GENERAL OF THE UNITED STATES; JOHN F. FEENEY, 
EXECUTIVE OFFICER; FRANK H. WEITZEL, ASSISTANT TO THE 
COMPTROLLER GENERAL; ROBERT F. KELLER, ASSISTANT TO 
THE COMPTROLLER GENERAL; E. L. FISHER, GENERAL COUNSEL; 
ROBERT L. LONG, DIRECTOR OF AUDITS; AND WILLIAM L. ELLIS, 
CHIEF OF INVESTIGATIONS 


PREPARED STATEMENT 


Senator SatronsraLu. The committee will come to order. The first 
matter is the Comptroller of the United States, Mr. Warren. 

Mr. Warren, we are glad to have you here. What we have done 
in this committee is, without objection, to put your prepared state 
ment in the record and ask you perhaps to comment briefly on it. 

(The document referred to follows:) 


STATEMENT OF LINpSAY C. WARREN, COMPTROLLER GENERAL OF THE UNITED STart! 


Mr. Chairman and members of the committee, I am glad to have the oppor 
tunity to appear before you. I trust the justifications which have been furnished 
to your committee give you a sufficiently detailed picture of our policies, 
workloads, and personnel needs. 


BUDGET ESTIMATES 


For 1954 the General Accounting Office requested an appropriation of $32 
million, a decrease of $60,000 under the amount appropriated for this year. The 
bill as passed by the House calls for a reduction in the amount of $19,000, an 
item which we had included for the rental of additional electrical business ma- 


291 








292 FIRST INDEPENDENT OFFICES APPROPRIATIONS, 1954 


chines. This reduction was in line with the policy of the committee in denying 
all new requests for this purpose for the fiscal year 1951, and was coupled with a 
request that the General Accounting Office and the General Services Administra- 
tion make a survey of this type of equipment with a view to determining whether 
it is being used sufficiently to warrant continued rental. I am glad to comply 
with the request of the House committee, and accept the reduction as made pend- 
ing the completion of the survey. 

In the past several I have been able to show you a substantial reduction in 
the number of our employees. As you know, we have reduced from nearly 15,000 
in 1946 to today’s figure of ahout 6.250. But I want to say emphatically that 
further reduction is not possible without serious curtailment of our work in some 
areas is already spread very thin. 

Our estimates are based on an average of 6.225 employees. As I told you last 
year, a figure close to 6,500 is the number of employees which, in my opinion, the 
Office should have to adequately perform its duties. We have not been able to 
recruit qualified personnel in sufficient numbers to reach that figure. We do not 
hire anyone who walks in the door just to fill positions we might have vacant. 
Our people must be well qualified and able to do a real job. Since I have no 
assurance that during 1954 our recruitment success will be any better than in 
1953, our appropriation estimate is based on the actual number of employees we 
think we can obtain and hold, taking all factors into consideration. 

Included in our estimate is $2,200,000 for miscellaneous expense. This is an 
increase over last year of $240,000. Of this increase, $100,000 is for travel. 
More and more of our work is being performed in the field. where basic informa 
tion is located. To do the job travel is essential. The balance, $140,000, repre- 
sents increases for communications, rents and utilities, supplies and materials, 
equipment, and social-security taxes formerly carried under personal services. 


ACCOUNTING AND AUDITING 


In the past year the General Accounting Office has continued to emphasize 
the joint program of the Secretary of the Treasury, the Director, Bureau of the 
Budget, and the Comptroller General for the improvement of accounting and 
budgeting, anditing, and financial reporting. Equal emphasis has been placed 
on the perfecting of comprehensive and other on-site audits of the departments 
and agencies. The concepts of these two programs were unanimously adopted 
by the Congress in the Budget and Accounting Procedures Act of 1950. We who 
are working with the programs every day know we are just commencing to get 
beneath the surface of many of the problems involved. Yet actual savings, 
which can be documented, run into very substantial sums. In addition, improved 
efficiency of onerations in the accounting and auditing fields, which cannot always 
be estimated dollarwise, has been of great significance. 


JOINT ACCOUNTING PROGRAM 


The joint accounting program is a governmentwide cooperative effort under 
the leadership of the General Accounting Office, the Treasury Department, and 
the Bureau of the Budget Tts purpose is to give the President tools for better 
management in the executive branch, the Congress better information for acting 
upon appropriations and other legislation, and the publie a clearer picture of 
the financial conditions and operations of the Federal Government. The partici- 
pation of the General Accounting Office in this program is premised on a coopera- 
tive approach. It is not our method to orter or direct an agenev to adopt acconnt- 
ing and auditing procedures against its will To the contrary. our annroach is 
one of working with each agency in the development of accounting systems and 
procedures to meet its individual needs and, at the same time, comply with overall 
Government requirements. 

Our work in the accounting field is snearheaded bv a group of about 100 
emplovees. That is a thin spread of nersonnel. considering there are over 70 
separate departments and agencies in the Federal Government However, sub- 
stantial improvements have already been made on a wide basis. and our work 
is beginning to gain real momentum. 

The many illustrations in the four annual reports under the joint program 
testify to the progress that is being made. In these reports von will find snecific 
examples of accomplishments. You will find instances of closer coordination of 
programing, budgeting, accounting, and financial reporting: changes in GAO 
accounting processes : modification of warrant procedures: improvements in prop- 
erty and cost accounting; and improved accounting in some of the Government’s 
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major public-works activities. You will find that the new postal money-order 
system is estimated to save 2,065 man-years and $6 million annually. Improve- 
ments in the disbursing system in one department have resulted in a saving of 
$125,000 annually. Projected plans for expansion of the use of puncheard checks 
are estimated to result in a saving of $764,000 annually. 

On November 26, 1952, there was issued by me a Statement of Accounting 
Principles and Standards for the Guidance of Executive Agencies of the Federal 
Government. Never before have any such overall accounting, principles and 
standards been laid down for the Government. The adoption of the principles 
and standards by the agencies can only result in better accounting and financial 
reporting throughout the entire Government. This statement was preceded by 
one of August 15, 1952, on The Contribution of Accounting to Better Management. 


AUDIT 


Our general audit work continues to be a tremendous task With the size of 
the Federal Government, we could never hire the personnel, nor would Congress 
give us the funds to hire them, to do a detailed audit of each and every financial 
transaction. We must approach our audits on a selective basis. This means 
we evaluate the accounting and internal-control procedures of agencies under 
audit. The better the quality of the agency’s accounts and internal controls and 
its enforcement of governing statutes the less detailed auditing of individual 
transactions is done. At the same time, our audits are being geared more and 
more to go farther than merely the receipt or disbursement of funds. We are 
also looking at the application of funds. 

The audit work has a far-sweeping range. There are some 64 Government 
corporations that must be completely audited each yeat Reports of those audits 
must be submitted to the Congress. The regular departments and agencies 
whose financial transactions run into billions of dollars must be examined. GAO 
auditors must audit cost-type contracts at the site of the contractor’s operations. 
As of June 30, 1952, some 8,000 of these contracts were under audit. The con- 
tracts range anywhere from the multi-million-dollar operating contracts of the 
AEC to $5,000 or $10,000 contracts with universities for research work. There 
are always special audits which must be made. 

During our audits, we continually bring to the attention of the departments 
and agencies situations which need correction from a management standpoint 
Also, we report to the Congress or its committees those cases where congressional 
action is required or congressional interest is anticipated. In most instances we 
have found the departments and agencies cooperative. 

Let me give you a few examples of what we have been able to accomplish by 
our audits. 

As a result of recommendations to the Board of Directors of the Panama 
Canal Company the company’s Washington office has been reduced from 129 to 7 
employees with a slight increase in the New York office and an annual saving 
of $500,000. Another GAO recommendation has been instrumental in reducing 
the long-range housing program in the Canal Zone from $80 million to $40 million, 
with an annual reduction of operating expenses of at least $1,500,000. 

We discovered during audit that millions of bushels of wheat technically class 
fied as unfit for human consumption were being imported from Canada under 
a reduced tariff rate and put into regular trade channels with good wheat. In 
vestigations were then undertaken by the Bureau of Customs and Commodity 
Credit Corporation. Although full implications have not yet been developed, 
exporters have refunded $350,000, and the Bureau of Customs is considering 
what can be done under the present law to tighten the regulations. 

During the audit of the Bureau of Land Management a misinterpretation of a 
statute governing the distribution of revenues from timber sales was corrected, 
with the result that the amount to be distributed was reduced by $715,000. A 
report of audit of the Bureau of Land Management was sent to the Congress on 
April 15, 1953. 

During the past year our audit personnel have concentrated on a survey of 
procurement policies and practices of the Ordnance Corps of the Arm) We 
have called attention to many procurement weaknesses, such as hasty and un- 
economical procurement; inadequate evaluation of costs submitted by prospec- 
tive contractors: lack of realistic negotiation of prices, and payment of widely 
varying prices for identical items. As an indication of the value of this work, 
as well as other work done in the Department of the Army, the Secretary of the 
Army wrote to me on October 31, 1952, saying, and I quote, * * because of 
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the many specific matters you have brought to our attention which enabled us to 
take vigorous corrective action, I feel that actual savings of millions of dollars 
have resulted. * * *” 

INVESTIGATIONS 


The investigation work of the GAO goes beyond and supplements the andit. It 
is geared to detecting fraud or irregularities which may not be disclosed in the 
audit, and to determining the use of public funds and property. Last year our 
investigative work covered many fields. Our people visited some 691 different 
Government offices. Many reports were submitted to the Congress and the heads 
of the agencies concerned for corrective action. The following cases illustrate 
this activity: 

Extensive work was done in cooperation with the Senate Agriculture Com 
mittee on shortages and spoilages of grain running into several millions of 
dollars under storage programs of the Production and Marketing Administra- 
tion and the Commodity Credit Corporation. A strong, unanimous, and, in my 
opinion, very salutary report was issued by the committee. 

In one case we discovered a golf course was being built at a west-coast Air 
Force base at a cost of $66,000—contrary to Air Force regulations. This project 
was immediately stopped when brought to the attention of the proper authorities. 

A GAO survey of the validity of payments to unmarried officers of the Armed 
Forces claiming increased allowances for dependents has disclosed 1,146 out of 
6,500 cases were questionable. Collections either actually effected or in process 
total $800,000. 

A recent examination of the handling of property at a Navy base reflected 
a monthly inventory of between $180 million and $200 million. Serious instances 
of lack of adequate accounting and property controls, improper storage resulting 
in damaged property, and other undesirable conditions were found. In the 
aggregate they represented millions of dollars of loss to the Government. Our 
report was sent to the Secretary of the Navy and to the interested congressional 
committee. A full examination was conducted by the Navy in the light of the 
GAO findings. While formal advice has not yet been received, Navy officials 
have stated during recent discussions that extensive procedural changes and 
corrective measures are being initiated 


rRANSPORTATION 


The audit of payments made by the Government for transportation is progres 
sing satisfactorily. The current audit is now being performed within 20 months 
after date of payment. The reaudit of payments made during the period January 
1948 to September 1946 is expected to be completed in the latter part of 1955 or 
early 1956. During the 1952 fiscal year we audited payments for over 10 million 
bills of lading and nearly 9 million transportation requests and settled nearly 
69,000 claims involving transportation charges Collections during the 1952 
fiscal year resulting from the transportation audit exceeded $36,750,000, During 
the year increased efficiency further reduced the cost of operation to 45 cents 
per bill of lading and 21 cents per transportation request. 


CLAIMS 


During the 1952 fiseal year a total of 577,000 claims, exclusive of those in 
volving transportation charges, were received. Approximately 433,500 were 
settled. Due to changes we recently made in the handling of certain military 
claims we expect the overall number of claims received to be reduced during the 
1954 fiscal year. In addition, we have streamlined some of our claims procedures. 
In anticipation of the benefits we believe will accrue, the 1954 estimate for 
claimswork has been reduced $429,000 under the amount allotted from our 
1953 appropriation. 

EUROPEAN OFFICE 


Last year the Congress indicated its agreement that the GAO establish offices 
abroad. Based on results obtained from a preliminary survey we made, a branch 
office was opened in Paris on August 1, 1952. Since that date suboffices have 
been opened in London, Frankfurt, Rome, and in Morocco. Our staffing job has 
been difficult and, therefore, our accomplishments to date have been limited 
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Our work abroad is covering a number of fields. One consisted of the Army 
and Air Force disbursing offices in Paris We found what seemed to be a 
complete duplication of effort. I am informed that as a result of our recom 
mendations the Air Force is discontinuing its Paris disbursing office and in the 
future the Air Force disbursements will be made by the Army. 

A review of certain Army activities in France disclosed that the limiting of 
procurement to French sources has been wasteful and inefficient. We have recom 
mended the development of data necessary for utilization of a European-w 
market. We also believe there has been a lack of adequate forward planning for 
purchases of supplies, with the result that “emergency” purchases have been 
made at excessive prices. We found the administrative audit to be inadequate. 
We have brought these matters to the attention of appropriate authorities and 
will follow through to see that corrective action is taken 


GAO personnel in Europe made a survey of the Bonn housing project \ 
copy of a report of the survey was sent to the Senate Appropriations Committes 
ASSISTANCI lO CONGRESS 


The work of the GAO in assisting the Congress has continued to expand 
Last year we submitted 820 reports to the Congress and its committees covering 
practically every field of Government. We are continually furnishing employees 
to assist congressional committees on specific projects. For example, for some 
time we have had 20 employees engaged in a survey of the June 50, 1952, obliga 
tions of the Department of Defense. This survey which is just now being c 
pleted is being done at the request of the House Appropriations Committee. Also, 
at the request of the House Appropriations Committee we have had approxi 
mately 20 men on a full-time basis and 20 on a consulting basis on loan to the 


committee. These employees have been working with the experts loaned 
industry in making budget studies for the committee We have also loaned 
personnel to the Senate appropriations Committee at the request of Chairman 


Bridges. At the request of the House subcommittee we recently submitted a 
report on the contracting and procurement policies and practices of the Atom 

Energy Commission, and a report of survey of the National Advisory Committe: 
for Aeronautics. Copies of these reports have been furnished this com: et 


The GAO has continued to make collections of amounts ille 


gally or otherwise 


improperly paid out—far in excess of the cost of operating the Office. Collectic 
from 1941 through March $1, 1953, total over $S829,000,000 Naturally, I a 
proud of this record But I feel of greater importance is the work the flies 


is doing to prevent illegal or improvident use of funds by the improvement of 
accounting and auditing throughout the Government and bringi t 
wasteful practices to the attention of appropriate officials 

With the tremendous growth of Government activities and their suppe 
appropriations, we in the GAO are keenly aware of the financial problems fa 


the Congress—particulariy the Appropriations Committee It is of uf 
importance that the Government seek every possible means of obtaining full \ ‘ 
for each taxpayer's dollar spent In our work we are making an all-out eifor 


to create a greater cost-consciousness on the part of every department 
enacted by the Congress but to exposing or, better yet, preventing extravagances 
which, although legal, should not be tolerated 

Of course, we are not uncovering every item of improper expenditure Tha 
would be impossible with the relatively small force in the GAO. I do | 
the situations we have uncovered and succeeded in having corrected clea 
demonstrate we are making some real headway. Yet, you and I both know that 


and bureau. This goes not only to keeping the pub spending w n t ws 


economy in Government cannot be accomplished by any one agency or ind 


Each and every officer and employee of the Government must make his contirbu 
tion, for real results can only be achieved through a day-by-day, continuing attack 
by all. 
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REVISED ESTIMATE 


Senator Satronstatu. Now, the General Accounting Office in 1953 
had an appropriation of $32,060,000, the Truman budget called for 
$32,000,000, the Eisenhower budget called for $32,000,000, and the 
House allowed you $31,981,000. 

Your average aniets of employees for 1953 was 6,175, the Truman 
budget permitted you 6,225, the Eisenhower budget permitted you 
6,225. 

The $19,000 reduction by the House represents the denial of in- 
creased rental for electric business machines. 


STUDY OF PROCUREMENT PROCEDURE 


It is noted in your annual report that you have been studying mili- 
tary procurement and are making a comprehensive survey of procure- 
ment procedures for the Ordnance Corps of the Department of the 
Army and are also furnishing materials to NATO and others under 
the Mutual Assistance Act. 

I would appreciate if you would first comment on the House cut. 
Can you get along with the House cut, Mr. Warren ? 


EFFECT OF HOUSE CUT 


Mr. Warren. Yes, Senator, we can. Of course, we would not have 
asked for the money unless we needed it, but we can go along. ‘The 
item involves funds for rental of business machines. The House com- 
mittee has asked the General Accounting Office and the General Serv- 
ices Administration to make a Government-wide survey of this type of 
equipment with a view to determining whether it is being fully uti- 
lized 

As you have already noted, the General Accountng Office is asking 
for a reduction in appropriation and should the Senate go along with 
the House, it will be the eighth consecutive year that we will have 
had a reduced appropriation. We have gone from 15,000 employees 
to 6,200 employees since 1946. This reduction in force has been en- 
tirely voluntary without any direction whatsoever from the Congress. 
It is being done and has been done by continuous examination of our 
procedures and methods, and by weeding out unnecessary work. At 
the same time, there has been no loss of controls over public expendi- 
tures. 

Senator Satronstauu. I think Congress, every Member regardless of 
what party or where he comes from, feels, Mr. Warren, that you have 
done a good job, and maybe the Chair can say that better than you 
can. I think that is all appreciated and I do not think there has ever 
been any question about your budget. 


MILITARY PROCUREMENT 


May I ask you one or two questions: Would you comment. briefly 
on what you are doing about military procurement, if anything? 

Mr. Warren. We are making a very extensive survey in the Ord- 
nance Corps of the Army. We hope it will be productive of much 
good. Here with me is the director of our Audit Division, under 
whom the survey is being carried out. 
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I might say in speaking of the Army that beginning with the 
secretaryship of Gordon Gray, continued by Frank Pace, and with 
the complete assurance of cooperation expressed no longer ago than 
yesterday by the new Secretary, Robert T. Stevens, we are getting 
splendid cooperation from the top level. There have been roadblocks, 
which has been well known bota by the Congress and our office, in 
years past. 

Senator Satronstautn. Mr. Warren, any work that you do on that, 
I think in view of the fact that that matter is actively now before 
the Armed Services Committee, of which I am chairman, and of 
which Margaret Chase Smith is chairman of the subcommittee, it 
would be a great help if anything that you do have would come 
along soon. 

WEAKNESSES IN PROCUREMENT PROGRAM 


Mr. Warren. You will certainly get it. We are calling the attention 
of the Army to many weaknesses we have encountered, such as hasty 
and uneconomical procurement, inadequate evaluation of costs sub- 
mitted by prospective contractors; lack of realistic negotiation of 
prices, and payment of widely varying prices for identical items. As 
an indication of the value of this work, as well as other work we have 
done in the Department of the Army, the Secretary of the Army 
wrote me on October 31, 1952, saying: 

* * * because of the many specific matters you have brought to our attention 
which enabled us to take vigorous corrective action, I feel that actual savings of 
millions of dollars have resulted * * * 


ACCOUNTING SYSTEM FOR CORPS OF ENGINEERS 


For the first time we are in the process of giving the Corps of 
Engineers an accounting system we hope will produce a full disclosure 
of their financial picture to the Congress, to the Department, and to 
the American taxpayer. We are getting splendid cooperation from 
the Corps of Engineers. 


SURVEY OF NATO MATERIAL 


Senator Sarronstaty. May I ask if you are surveying materials 
furnished to NATO under the Military Assistance Act? Are you 
doing anything in that connection ? 

Mr. Warren. Yes, sir. 

Senator Sauronstau.. Just briefly, in about two sentences, what 
are you doing? 

Mr. Warren. Last year, as you will recall, with the approval of this 
committee, we opened up a very’ small European office. We only 
have to date 28 employees. I cannot envision there ever being over a 
total of 60. We really did not get started until about the Ist of De- 
cember, but we have reviewed certain Army activities in France, par 
ticularly in the procurement field. We have already recommended 
discontinuance of the practice of limiting procurement to French 
sources. We believe a Europeanwide market should be utilized. We 
have also recommended strengthening of the administrative audit. 

As a result of one of our recommendations, the Air Force has dis- 
continued its disbursing office in Paris which duplicated facilities of 
the Army. This is estimated to save $85,000 annually. 
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FOREIGN LEGAL 





AGREEMENTS 


Senator Savronstaut. Have you looked at all to the legal arrange- 
ments by which these airports are entered into? TI have in mind the 
title, removal of property when we leave, and so forth, because it 
seemed that some of them were very casua'ly drawn. 

Mr. Warren. We are just beginning to get into that field. 

Senator Savronstat.. I think it is very important. 

Mr. Warren. We do, too. I am sure that you appreciate the fact 
that we are spread thin because of our inability to get the highly 
qualified personnel that are necessary to do our particular type of 
work. We are really short 250 top people now. But we are not ask- 
ing for funds to pay ‘these people because we know we cannot get them 
right now. 

Senator Sauronstauy. I would say that without going into those 
agreements in an open hearing, there are a number of agreements 
through those countries that I personally have seen that I believed 
should be scrutinized with a great deal of care. 

Mr. Warren. We will do that and I can assure you that instruc- 
tions were given by me sometime ago to keep you fully informed of 
anything that might develop in that field. 
INVENTORY OF REAL ESTATE 

Senator Savronsrat.. Now, Mr. Cooper, our clerk, has called to 
my attention that the General Services Administration when we heard 
them were discussing an inventory of real estate. They called atten 
tion to the need for reporting procedures require l to keep th: it inven 
tory current and stated that that was now being studied by the General 
Accounting Office. 

Of course, the Federal Government has an enormous amount of real 
estate on lease, and all these Federal reservations and everything else. 
Have you looked into that at all? 

Mr. Warren. We are working with the General Services Adminis 
tration on the whole fiel« l of property accounting and control. 

Senator SavronsTatu. That is being actively studied ? 

Mr. Warren. Yes, sit 

Senator Savronsrauu. There again is a place for a great deal of 
increased efficiency. I will not say more economy, but increased effi 
ciency and more control. 

PREAUDIT WORK 


Now, have you been undertaking any preaudits? 

Mr. Warren. No. We have not “done : any preaudit work for several 
years. The only preaudit that we do is upon submission made by a 
dey artment or age ney hea d i isking us for a dec} ision as to whether 
certain proposed Sereiiiene are legal. 

Senator Sauronstatt. You are only doing that when you are 
requested ? 

Mr. Warren. That is correct. 

Senator Sauronsrann. And that is confined to the legality aspects? 


Mr. Warren. Yes. 
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SAVINGS RESULTING FROM NEW PROCEDURES 


Senator SaLtronsraLu. Just for the record, if you can give me a 
general figure, what, in your opinion, Mr. Warren, has your depart 
ment saved the Government by changing of peepone re, discussing the 
legality with the departments, and in any other way during the past 
fiscal year? 

Mr. Warren. Since I have been Comptroller General, the General 
Accounting Office has collected and put back into the Treasury $830 
million that had either been illegally or erroneously paid out. Now, 
while we point with some satisfaction to that, we believe of greater 
importance, is the work the office is doing to prevent illegal or 1m 
provident expenditures by the improvement of accounting and audit- 
ing throughout the Government, and elimination of wasteful practices. 
I can give you some examples. 

Senator SavronsrTatt. Perhaps you can give me two. 

Mr. Warren. As a result of a recommendation to the Board of Di- 
rectors of the Panama Canal Company, the Company’s Washington 
oflice has been reduced from 12! 
of S500.000. 

Senator SAuronst " L. That is year ? 

Mr. Warren. Within the last year nother General Accounting 
Office recommendation was instrumental i “dy io the lol o-range 
housing program in the Canal Zone fron nillion to $40 million 
wee en recee es See ec se Fat least $114 million. 

In another area involving er: he General Accounting 
Office worked very closely with the Senate riculture Committee 
in uncovering shortages and spoilag f grain amounting to mil- 
lions of dollars under storage progra of the Commodity Credit 
Corporation and Production and Marketing Admi stration. 

The Senate committee issued a fort] ht and unanimous report 
which has resulted in improvements in the administration of the De- 
partment of Agriculture. The new Secretary of Agriculture has 
evidenced a very cooperative and determinate attitude toward the 
correction of such administrative deficienci les (nother case recently 
reported to the Secretary of the Navy and to » the interested congres 
sional committees involved the handling of property at a Navy base 
reflecting a monthly inventory of around $200 million. Many iy 
stances of inadequate accounting and property controls. Impro ype 
storage, and deficiencies were found. The Navy Department has now 
stated that extensive procedural changes and corrective measures are 
being initiated. 

Senator Sauronsrauy. I thank you, Mr. Warren. If you have 
nothing more to add, I think we will close the hearing on your offic 
From my own personal experience, I would s: — a very valuabl 
field is this foreign field, aaa particularly w th 1 relation to titles and 
legal arrangements, and : me his real-estate vemanes as it affects 
military fields that are given up or change and are now on a standby 
basis. 

It seems to me that we have a great number of those that will never 
be used. 

Mr. Warren. I agree with you, Senator, and we will try get 
on top of that problem. 


) employees to 7, with an annual saving 


] 
} 
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Senator SatronstaLL. We appreciate your coming here and briefing 
your hearing, not because we discount your qualifications, but because 
there are other offices to be heard. 


NATIONAL ADVISORY COMMITTEE FOR AERONAUTICS 


STATEMENTS OF DR. JEROME C. HUNSAKER, CHAIRMAN; DR. HUGH 
L. DRYDEN, DIRECTOR; JOHN W. CROWLEY, ASSOCIATE DIREC- 
TOR FOR RESEARCH; I. H. ABBOTT, ASSISTANT DIRECTOR FOR 
RESEARCH; A. M. ROTHROCK, ASSISTANT DIRECTOR FOR RE- 
SEARCH; RICHARD V. RHODE, ASSISTANT DIRECTOR FOR RE- 
SEARCH; E. H. CHAMBERLIN, EXECUTIVE OFFICER; RALPH E. 
ULMER, BUDGET OFFICER; AND ERWIN S. DECKER, ASSOCIATE 
DIRECTOR OF AUDITS, GENERAL ACCOUNTING OFFICE 


REVISED ESTIMATE 


Senator Satronstati. The next group is the National Advisory 
Committee for Aeroautics, Dr. Dryden. 

Dr. Dryden, following our procedure, the Chair will put into the 
record at this point your letter of March 30, 1953, summarizing your 
revised budget figures, and also your letter of April 23 making cer- 
tain recommendations for changes in the language. 

(The information referred to follows :) 


NATIONAL ADVISORY COMMITTEE FOR AERONAUTICS, 
Washington, D. C., March 30, 1958. 
The Honorable Leverett SALTONSTALL, 
Chairman, Subcommittee on Independent Offices, 
Committee on Appropriations, United States Senate, Washington, D. C. 

Dear SENATOR SALTONSTALL: Pursuant to action of the Bureau of the Budget, 
revised estimates of appropriations for the National Advisory Committee for 
Aeronautics for the fiscal year 1954 are submitted in the amount of $64,439,000, 
as summarized in the attached 2 statements. 

The revised budget for the salaries and expenses appropriation will permit 
the employment of additional personnel to staff new facilities to be completed 
during the fiscal years 1953 and 1954 but will not permit the increased utilization 
of existing facilities as contemplated in the original budget submission. 

The revised budget for the construction and equipment appropriation results 
in the deferring of the 3 lowest priority projects included in the original budget. 
Other changes include the transfer of a 1953 project to the 1954 program and the 
application of a $1,450,000 net saving in the 1953 program to reduce the appro- 
priation request for the fiscal year 1954. 

The revised budget for the fiscal year 1954 contemplates no change in the 
appropriation request originally included for the liquidation of prior years’ 
contract authorization. 

Sincerely yours, 
J. F. Victory, Acting Director. 
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National Advisory Committee for Aeronautics report on 
priations for the fiscal year 19 


Salaries and expenses 
Positions (start of year 
Positions (end of year 
Average employment 
Salaries and expense appropr 


Construction and equipment 
Appropriation for new construction , 700 ‘ $14, 600 &8 GRO. OOK 
1953 appropriation applied to 1954 program 1, 450, 000 
Appropriation for liquidating cash l ) a “ 4, 200, 000 


Construction and equipment appropriation 17, 700, 000 ] 00 439, 000 


Total NACA appropriatior 66, 286, 100 77 30, OF 64, 439, 000 


i? 


National Advisory Committee for Aeronautics. re port on revised constr ection 


f 


programs, fiscal years 1958 and 19 


Fiscal year 1953 construction program 
Conversion of 19-foot pressure tunnel $7, 595, 000 $9, 595, 000 $2 000. 000 
High-temperature structural research laboratory 3. 520, 000 70, OO 3. 450. 000 
High-pressure air supply and distribution system 804, 500 804, 500 


Expansion of air facilities 4, 780, 500 4, 780, 500 


Total, 1953 program 16, 700, 000 15, 250, 000 


Original Revised 
budget 


Fiscal year 1954 construction program 

High-temperature structural research laboratory 
Boundary-layer control system for 8-foot transonic tunnel 
20-inch variable Mach number facility : 
Increased capacity for the Stratton Rd. substation 226, 600 
Variable Mach number nozzle for 4- by 4-foot supersonic 

tunnel 370, 700 
Replacement of preflight jet heat accumulator 310, 000 
Extending speed range of 1- by 3-foot supersonic tunnel 990, 700 
Alteration of test section of supersonic free-flight tunne! , OOK 
Rocket engine research facility 14.190 
Land acquisition . . 10 


Total, 1954 program 14, 600, 000 &, 689, 000 
1953 appropriation applied to 1954 program 1, 450, 000 


Total, 1954 appropriation request 14, 600, 000 7, 239, 000 


1 Appropriation of $16,700,000 provided in Independent Offices Appropriation Act, 1953, approved July 
5, 1952. 
2 Saving applied to fiscal year 1954 program. 
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NATIONAL ADVISORY COMMITTEE FOR AERONAUTICS, 
Washington 25, D. C., April 23, 1953 
Hon. LEVERETT SALTONSTALL, 

Chairman, Subcommittee in Charge of the Independent Offices Appropria 
tion Bill, 1954, Committee on Appropriations, United States Senate, 
Washington 25, D. C. 

Dear SENATOR SALTONSTALL: I respectfully submit on behalf of the National 
Advisory Committee for Aeronautics the attached statement recommending 
change in the NACA appropriation language as presently carried in the first 
independent offices appropriation bill, 1954, reported to the House of Representa 
tives April 17, 1953. 

The NACA has no changes to recommend in the appropriation amounts as 
carried in the bill. 

Very truly yours, 
Hvuen L. Drypen, Director. 


APRIL 23, 1953 
NATIONAL ADVISORY COMMITTEE FOR AERONAUTICS 


CHANGE RECOMMENDED IN NACA APPROPRIATION LANGUAGE IN THE FIRST INDEPEND 
ENT OFFICES APPROPRIATION BILL, 1954, AS REPORTED TO Hit HOUSE APRII 17 
1953 

Salaries and expenses 


Page 28, lines 8 and 9, strike “not to exceed $216,700 for expenses of travel, 

The specific limitation on travel expenses inserted in the NACA’s appropri: 
tion language will seriously handicap the NACA in the execution of its fune 
tions. 

In carrying out effectively its function of coordinating aeronautical research, 
the NACA is assisted by a group of approximately 30 technical committees and 
subcommittees. The members of these committees (a total of approximately 
350 individuals) are specially qualified technical personnel from the Depart 
ment of Defense and other Government agencies concerned with aviation, from 
the aircraft and air-transport industries, and from scientific and educational 
institutions; they are experts in all branches of the aeronautical sciences. Their 
services are made available to the Government through the unique form of NACA 
organization without any direct form of compensation being paid by the Gover! 
ment; the Government merely pays their travel expenses. The committees act 
as coordinating agencies, providing effectively for the interchange of informa 
tion and ideas and for the prevention of duplication. The importance of their 
function indicates their ‘activites should be strengthened, not weakened 

Pages 24 through 30 of the NACA’s justification present in greater detail an 
explanation of the $325,000 requested for travel expenses in 1954 including a list 
and cost estimate of the proposed meetings of the technical committees and 
subcommittees, 


HOUSE ALLOWANCE 


Senator Sauronstatu. The Chair understands that you are satis- 
fied with the amount of the appropriations in the bill. Now, your 
original budget called for a total of $77,630,000, the revised budget 
called for $64,439,000, and the House permitted you $64,427,050. Are 
you satisfied with the cut of approximately $13 million that the House 
gave you? 

Dr. Drypen. Mr. Chairman, we are reasonably well pleased with 
the action of the House. We were granted substantially the full 
amount of the revised budget, the revision being based on a policy of 
deferring certain items of construction. 

The small reduction was also made for new automobiles, which can 
be interpreted either as a deferral or as an invitation to seek transfers 
as mentioned in the House report. 
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TRAVEL ITEM 


We have to take up with you only this one item of travel. If I may, 
I would like to make a very brief statement on that. 

Senator SaLronsTaLu. What was your request and what did the 
House do? 

Dr. Drypen. Our request was for $325,000 and the House limita 
tion is $216,700. We understand that a percentage cut was applied 
to the estimates in arriving at these figures. 

Senator SauronsraLty. The House has cut the travel within the 
limits. 

Dr. Drypen. There was no reduction in the total amount of the ap 
propriation. 

Senator SALronstTaLL. That is right. 

Dr. Drypen. We think, Mr. Chairman, that we are economic 
travel. I was very much surprised to study the actual rela 
rough manner in the agencies represented by the bill. 
limitations represent $56 per capita for employees in 
agencies in the bill. Ow request was for $45 pet 
House figure is at $29 per capita. 

So that, ess ntially, we would be spending about one 
average. The last figures for which actual expenditure 
are 1952. In 1952, the actual per « apita e xpenditures of 


] ’ 
ai in 


in the bill was $69. That has been increased to $86 in 
bill. 

We spent, in 1952, $40 per capita. We are asking $45. 
action 1s S29. 


I do not advance this as an argument, but merely to 
are among those that spend the least for travel. 


FUNCTION 


Now, we have a situation which I think may not be completely 
familiar to the Congress. In our form of operation, our progral 
are reviewed by four major technical committees and 22 technical sub 
committees made up largely of experts from industry, the universitie 
and the military services, comprising in all about 430 individuals 

These people from outside the Government give their time. We e ce 
not, as is the practice in some agencies, pay them consulting fees. We 
pay only their travel expenses to attend meetings. These 


men are 
employees of the Government in the sense that they take the oath of 
office, they sign the security agreement, they are investigated by the 
FBL as to their loyalty, but they are not compensated. 

We have found some embarrassment in the last year in saying to 
people like Professor Millikan, of the California Institute of Tech 
nology, or Professor Conlon, of the University of Michigan, that we, 
an agency with a budget of $60 million, are unable to pay their travel 
to an additional meeting of a subcommittee. And we have had to 
curtail some meetings. 

I believe that the intent of the House is to limit the travel of full 
time employees. In my letter to you of April 23 I recommended that 
the House limitation on travel be struck out. 


32743—53 
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LANGUAGE REQUEST 


If I may now make an alternate suggestion which occurred to me 
last evening, our situation would be taken care of by inserting a pro- 
viso that the limitation shall not apply to travel for meetings of 
NACA committees and subcommittees. That is an alternate way of 
accomplishing the same purpose. We are quite willing to acc ept the 
House limitation for the full-time employees of the agency, providing 
we can take care of the travel of these people who are giving their 
services to the Government in 2 or 3 committee meetings per year. 

Senator SauronstaLn. In other words, you feel that it will embar- 

rass you if you cannot pay the travel of people who are giving their 
time to come down here? 

Dr. Drypen. That is correct. Roughly $100,000 is required for 2 or 
3 meetings per subcommittee per year. 


TRAVEL BUDGET 


Senator SauronstauL. And your total travel account is how much ? 
Dr. Drypen. The bill limitation is $216,700, of which roughly half 
would be required for this other purpose. 


ADDITIONAL PERSONNEL 


Senator SarronstaLL. Now, you had last year an average number 
of employees of 7,220; the Truman budget called for 8,200; the revised 
budget for 7,450, or an increase of approximately 230 over your last 
year’s average. Why do you need those additional employees ? 

Dr. Drypen. Mr. Chairman, I would like to show you just one chart 
to illustrate what this is about, a nontechnical chart, purely a fiscal 
matter. There is a job to be done by the country of design and devel- 
opment of new aircraft and missiles. This research and development 
job is carried out mainly by the Department of Defense, the develop- 
ment part by the Department of Defense primarily and the research 
in certain fields done by the National Advisory Committee for Aero- 
nautics. There has come to pass with the rapid growth of aeronautics 
a situation of unbalance between the funds devoted to basic and funda- 
mental and applied research underlying the design of aircraft and 
missiles and the money for the development of specific aircraft and 
missiles. We have tabulated the figures. They are very hard to get, 
but we have tabulated the figures which I think may not be familiar 
to you. 

If we go back to the period 1931-35, this job of developing aircraft 
amounted to a total of about $6 million per year, of which the NACA 
was spending $800,000, and the military services $5,200,000. Aero- 
nautics has expanded very greatly. The present total expenditure for 
aeronautical research and development, as nearly as we can estimate 
it, is of the order of $930 million, approximately one-half of the total 
funds for military research and development. 
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COMMITTEE EXPENDITURES 


NACA expenditures are $48 million. 

To state it another way, the expenditures for military research and 
development in these 20 years have gone up by a factor of 150. The 
amounts devoted to that part carried out by the National Advisory 
Committee for Aeronautics have gone up by a factor of 60; or as this 
chart puts it, whereas formerly 15 cents of the total research and de- 
velopment dollar was applied to the underlying NACA research which 
is later applied to all sorts of airplanes and missiles; now 5 cents out 
of the total dollar goes for this important work which underlies the 
development of all airpl ines and missiles. 

Senator Savronstau. Is that not partly due to the fact that we 
know more? The underlying research, for instance, today on 
automobile is not as much as it was in 1905. 

Dr. Drypen. I think that in view of the attainment of supersonic 
flight, we may say that we know less about the problems which con- 
front us now than we did about the supersonic problems which con 
fronted us in 1935. This situation has been recognized by the Bureau 
of the Budget for many years. 

We have not been able to convince the House before of this un- 
balanced situation. 

The additional personnel granted to us are for the staffing of new 
facilities which have been built over the past few years. We are de- 
nied the additional personnel requested for more intensive utilization 
of present facilities. 


an 


NEW CONSTRUCTION AND CONTRACT LIQUIDATION 


Senator SarronstaLt. Now, you have in new construction in the 
original budget $14,600,000 ; your revised budget is $8,689,000. In 
addition to that, you apparently saved $1,450,000 last year for new 
construction which you are carrying forward. In addition to that, 
you want $4,200,000 for contract liquidation ? 

Dr. Drypen. That is correct, sir. 

Senator Satronstaty. Now, could you tell us, Do you have the 
$1.450,000 carried forward? 

Dr. Drypen. Yes, sir. 

Senator SautonsraLi. And that is available for any construction 
purpose you want? 

Dr. Drypen. That is correct. The House committee I believe de 
cided to apply it to the 1954 construction program rather than return 
it to the Treasury. 

Senator SALTONSTALL. I see. So that the House per mitted you $7.- 

239,000 and added $1,450,000 that you are carrying over to m: ake your 
$8,689. 00 ? 

Dr. Drypven. Yes. 


ROCKET ENGINE RESEARCH 


Senator SarronsTaLL. You requested $8,500,000 for a rocket-engine 
research, and that is cut out? 

Dr. Drypen. That represents a deferral. It was cut out. 

Senator SatronsTauu. It was cut out by the Bureau of the Budget ? 

Dr. Dryven. Yes, sir. 
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Senator SAvTronsraLL. Was that also due to some duplication ¢ 

Dr. DrypeN. No, sir. We recommended, in view of the President’s 
program to balance the budget, a cutting of that project in half. The 
budget reviewed it and it was cut completely. They are aware that 
they will see this next year. 

We are going along with the policy of the aaministration. 


HIGH TEMPERATURE STRUCTURAL RESEARCH LABORATORY 


Senator SavronsrautL. You added a high temperature structural re 
search laboratory in the amount of $4,153,000; is that correct ! 

Dr. Drypen. This is carried forward, Mr. Chairman, for a reason 
which indirectly arises out of the report from the General Account 
ing Office with which you are familiar, As you perhaps know, Con 
gress authorizes certain facilities, but the amount of the appropria 
tion rarely covers the amount of the authorization, so that the agency 
is confronted with the problem of deciding how to use these smaller 
amounts of money on the facilities which cost more. 

Our usual attempt has been to curtail the scope of the facilities, 
to stay within the amounts available. We found, on receiving bids 
for some of the construction just after controls were lifted, that it 
was obvious to usthat we could not build the authorized facilities with 
in the funds that were available. We had been « riticized for certain 
practices by the General Accounting Office in that we had provided 
some of the permanent equipment by our own labor in our shops in 
certain cases, to avoid coming back for additional authorization and 
appropriation. We believed that the Government saved money in the 
end by this procedure as we tightened our belt to finish a job. 

Howev« r, to avoid any possibility of future criticism, we recom 
mended to the Budget and they agreed that this item which was auth 
orized last year should come over this year, and it is a top-priority 
item. 

Senator SauronsraLtu. Then the new construction of $8,689,000 
includes $4,153,000 going into this high-temperature structural re 
search facility. What does the other $4 million go into? 

Dr. Drypen. To extending the speed range of equipment which we 
now have. I think, if we wanted to go into great detail, we would 
have to go into a closed session, but I might bring out this point: 
That this new construction does not carry with it any future personnel 
obligations. It is required for increasing the speed capacity of equip- 
ment we now have to enable tests at somewhat higher speed. 

Senator SaALTonsTALhL. So that that amount is going to be added to 
something you already have because of higher speeds that you want 
to test ¢ 

Dr. Drypen. That is correct. 


ELIMINATION OF SUPERSONIC TUNNEL FACILITY 


Senator SarronstaLL. Now, will you please explain the elimination 
of the variable Mach number nozzle for the 4- by 4-foot supersonic 
tunnel, calling for $1,370,700? 

Dr. Drypen. These again are improvements in existing equipment 
which we volunteered to defer under the policy which aims for the 
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balanced budget. You will notice, I believe, that the total appropr 
tion as compared with this year is reduced. 

Senator SALTonsTALL. You have eliminated that then. 

Dr. Drypven. We have eliminated that. 

Senator SALTONSTALL. So, you have eliminated that and you have 
eliminated a rocket-engine research facility, and added a high 
temperature structural research laboratory, and are adding on the 
construction you need for some of this supersonic speed ? 

Dr. Drypen. That is right. 

Senator SaLtronstaLu. And that is your new construction for tl 
year ¢ 

Dr. Drypen. That is correct. 

Senator Savronstauy. This additional 225 employees is for what ? 

Dr. Drrven. For staffing facilities prev coushy authorized. 

Senator Satronsra.u. For staffing facilities previously authorized. 
Now, Dr. Dryden, I asked you last year and I Gin some other 
members asked you this question: Is there any duplication between 
your research and the research of the Defense De aria nt in all 
branches? 

Dr. Drypen. Mr. Chairman, there is no duplication in any major 
project, and if you can spare 5 or 10 minutes I would like to review 
the situation with you. 

Senator SALTONSTALL. We will bear 5 minutes 
der’s consent. 


QUESTION OF DUPLICATION IN RESEARCH AND DEVELOPMENT’ 


Senator ELLenper. I was going to ask that question. He said there 
is no duplication. 

Dr. Drypen. In major contracts. We occasionally will find a du- 
phieation in contracts with a university amounting to a few thousand 
dollars which is corrected as discovered. 

Senator Ertenper. Who permits the oar hae to carry this on? 

Dr. Drypren. There are contracts made by many agencies within 
the military services. We have a few contracts with universities of 
our own, but I am speaking also of duplication of activities within 
our own laboratories. 

Senator Ernenper. Is there any research being carried on at all by 
the armed services that you yourself are carrying on ¢ 

Dr. Drypen. That is exactly what I want to review with you, Mr. 
Chairman. I think there is a wide misunderstanding of the so-called 
research and development appropriation. As you perhaps know, 
there is $1,524,000,000 for research and development in the Depart- 
ment of Defense for 1953. Of that, according to the best information 
which I can get—and I do not guarantee it with an accountant’s ac 
curacy—$934 million, a little over half, is aeronautical research and 
de velopme nt. About 3 pe reent of that, something in the order of $25 
million to $30 million, is for research and the other $900 million is 
for development of specific airplanes, missiles, engines, fuel pumps, 
radar equipment. In other words, these are mainly contracts with 
industry. 

Senator SatronstaLL. What you are saying, Dr. Dryden, is that 
only 3 percent of the air research is basic research and that the rest 


is research in developing basic discoveries ? 
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Dr. Drypen. I will go even further to be careful about the definition 
of “basic.” I am talking about research which is not tied up with 
building an F-86 or a J-40 engine or some specific piece of hardware. 

Senator E:tenpver. Before a plane is built, your division studies it, 
does it not—studies the plans? 

Dr. Drypen. Only at the request of the military services. 

Senator ExteNnver. Why should so much money be spent in contrast 
to what you are spending? 

Dr. Drypen. They are actually building the pieces. They are lay- 
ing out the drawings. They are putting the stuff into the shop to 


build. 

Senator ELLeENpER. What do you do? 

Dr. Drypen. We are doing the research on what loads the airplane 
wings will take at different speeds, so that the designer may have the 
raw information to adapt to any type of airplane. 

Senator Exrenper. It is information that you gather used by the 
military in designing? 

Dr. Drypen. Very much so. If I may run through this quickly, 
the first point about the research perhaps of NACA and military is 
that the military covers a much wider field. 















STUDIPS IN AIR-FLOW FIELD 






This chart has no quantitative significance. We are both in the 
field of air flow, air forces around configurations. We are both 
powerplants and both in structures. This word may be misunder 
stood. It is the building of the airframe itself of adequate strength. 
We are in these areas; the military are in those areas. 

The military are in the navigation, electronics, air base equipment 
and operation, medicine and biology, and so forth. NACA is not 
working in these fields. So of this $30 million, only a part is in the 
fields in which we are active. 

Senator Exttenper. If the rest of this can be put under the armed 
services, why coulk | riot all of it be put under the armed services ¢ 

Dr. Drypen. This is largely, I think, a question of operational ex- 
perience. It has been found that a civilian agency set up to do the 
work which underlies all aircraft design for the Air Force, for the 
Navy, for civil development, has proved to be a very efficient and 
effective way of doing it. This is a question that we would be glad 
to go into in greater detail. 

Senator ELLeNper. To what extent do you make your data available 
for civilian uses ¢ 

Dr. Drypen. It is available to civilian users provided it does not fall 
within the military classification. 

Senator ELLenper. Now, is that information given to those who 
build civilian aircraft free, or do they pay for it? 

Dr. Drypen. There is no charge to anyone for this information. 
Congress controls our complete activity. 



















WORK ON CIVILIAN PLANES 





Senator Exttenver. To what extent do you do special work for the 
building of civilian airplanes at the cost of the Government ! 
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Dr. Drypen. None at the cost of the Government. We do work 
only on specific airplanes at the request of the military. There is a 
provision in the rules set up by the President for carrying on work 
for private agencies at cost. It has not been used in the past because 
the military priorities have occupied all of our staff and energy. 
There are coming into existence certain unitary plan wind tunnels 
which you may remember, some operated by the Air Force and some 
operated by us primarily for development tests for industry, and there 
it is provided that tests for private use will be paid for by industry. 


DUPLICATION OF WIND TUNNELS 


Senator ELLenper. Well, now, you do have facilities that are in use 
for yourselves, such as wind tunnels, that are built by the Army. 
Why is it necessary to h: ely wind tunnels built by you and also by the 
Army? Why connat one facility be used for all? 

Dr. Drypen. I hope, Ser nator Ellender, that you will not think my 
answer facetious. Wind tunnels are the tools by which we get aero 
dynamic information, as lathes are tools with which a machine shop 
does its work. 

Senator E.Lenper. I understand that, but the question is, Why 
should you have them built and the Army have them built? Why 
should you not use the same one? And I may further aldd, Are there 
any other facilities that are constructed by you in which the Army 
and the Navy and Air Force also have such facilities ? 

Dr. Drypen. We have wind tunnels. We have shops. We have 
the same kinds of things that people in tes, aircraft industry have, 
that people in the military services have. Our function is a research 
function. Theirs is a development function. 

Senator Exitenper. Does everything go through you before the 
Army or Navy builds a plane, let us say! Suppose they find a new 

gadget or thing; they have a new ga idget. Before it is built or con 
onan do you have any say over it? 

Dr. Drypen. We have no legal authority or control. As a matter 
of practice, the military brings to us all of its problems of any mag- 
nitude for assistance and aid. Our whole program represents a team 
work between the military, ourselves as scientists, and industry, in 
getting the best possible airplanes and missiles for the country. We 
have one part of the job; they have another part of the job. 

We both have similar-appearing tools. This particular matter of 
wind tunnels was gone into at great length by Mr. Louis Johnson 
— he was here, and there was a long report which could be made 

vailable to you if you want to go into that particular subject. Just 
as in machine-shop practice, there are some tools so expensive that 
you cannot have them in every shop. Soin wind tunnels. The unitary 
plan wind tunnels, including the three in our laboratories nearing 
completion, are items which cost from $15 million to $35 million apiece. 

You cannot give money from the Government to each airplane 
manufacturer to build such a piece of equipment for each one. So 
we will be the trustee for the country for operating these very large 
and special development facilities. In fact, that is not a part of our 
primary function, but, under the unitary-plan legislation, we were 
assigned a part of the job of operating very large facilities for the 
development program. 














310 FIRST INDEPENDENT OFFICES APPROPRIATIONS, 1954 





I have taken more than 5 minutes. 

Senator SALTONSTALL. Are you through, Senator Ellender ¢ 

Senator Ex.enper. I suppose we could go further into it, Mr. Chair 
man, and from what the witness states there is no doubt In my mind 
that there is a lot of duplication. 

You say that private industry cannot afford to spend 340 million 
to build a tunnel. Yet the Government can build some for the Army 
and some for the Navy and some for you. 


Dr. Drypen. They are not building for Army or Navy or us, but 
for all concerned with aircraft development and in the public interest. 
Senator SavronsTara, Dr. Dryden. it is fair to say, is it not, in 


response to what Senator Ellender said, that there has been suflicient 
duplication so that some of these facilities have been stopped? Is 
that not true? One of your requests this year has been stopped 4 

Dr. Drypen. Not on the ground of duplie ation at all, sir. Merely 
on the ground that since it is the policy to balance the budget, some 
of these things must be deferred. 

Senator Kiicorr. I want to go one step further with that very 
thing. 

Senator SALronsTALL. Yes, Senator Kilgore. 

Senator Kirgore. You deal primarily with the Air Force, is that 
right ¢ 


Dr. 





Drypen. No, sir, Air Force, Navy, CAA, industry. 












CENTRALIZATION 








WIND 





TUNNEL 





MANAGEMENT 








Senator Kirgorr. That is the point I am getting at. I want to ask 
your opinion. If all testing facilities like wind tunnels, and I am 
talking about these expensive wind tunnels, were under one centralized 
management. a think your organization is the best centralized 
management for it, so that they would be available after you have 
worked out the ieate research work and figured the aerodynamies, for 
instance, of the surfaces, and then they get into the development pro- 
gram which of course is their problem, if the same facilities could be 
used for that, in your opinion, would that not be the sensible, logical, 
economic way to handle it? In other words, if, instead of having 
tunnels as Senator Ellender has brought out, for the Navy, for the 
Army, would it not be more efficient to have it centralized? In- 
stead, I was told last year in committee here that the most efficiently 
operated wind tunnel operation we had, and I mean by that, where 
the most tests were carried on over the time, was one that was a com 
bination proposition and was operated under contract by a private 
company for a combination of the armed services and their various 
committees. Now, isthat so? In other words, could they not be made 
more continuously useful? You see, when you charge up a wind tunnel 
for one operation, you develop ways of reusing that charge, and you 
have another operation coming on following that, and it saves a lot 
of power. 

Dr. Drypven. I think I will have to be honest with you and not give 
you the answer you are expecting. I think you underestimate the 
magnitude of the job being done and, while it seems plausible, it *e as 
plausible as concentrating in one group the design of all aircraft, 
concentrating in one group all of the shop work connected with air- 
plane construction. 
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I think if you were able to make a survey of the work required in 
wind tunnels to insure the reliability and the safety of the invest 
ment of the millions of dollars that go into a new airplane today, that 
you would come to the same cone lusions as this group which operated 
under Mr. Louis Johnson, that the wind tunnels which are available 
and planned for are needed to do the work. 

Senator Kizcore. I am not questioning that. I am talking about 
the future. 

Dr. Drypen. The job of operating all the wind tunnels in the coun- 
try would be a staggering one. It was for this reason in the unitary 
plan that a part of the facilities were to be operated by the Air Force 
and a part by NACA, because the job was of such magnitude. 

Senator Kireore. I agree. Your tunnels become obsolete. You 
had to get the supersonic and now you have to go beyond that. But 
I am just thinking that one of the biggest waste factors that I run 
into in the Military Establishment is the failure to have a centralized 
control there of facilities. 

Some facilities stand idle which could be used. I am getting 
away from wind tunnels now and getting to things like airbases. I 
find airbases standing idle for the Navy when they are needed for the 
Air Force. 

In the field of NACA, you get in the field of scientific rank. It has 
to be held under the civilian agency to get that research properly 
done. That has been my reason for supporting NACA all the way 
through because I think it has to be done. 

Senator SarTonsTauy. I think there are others who feel the same 


way. That is one of the projects that the Secretary of Defense is 
working on. 


HOUSE REPORT CITED 


With the Senator’s permission, if the “Vv are through. the Chair would 
like to call attention to the House committee report. I quote just a 
sentence: 

At the request of the committee, the General Accounting Office made a very 
complete expenditures analysis of the operations of this agency The com 
mittee feels that during the fiscal year 1954, the NACA should arrange to consult 
with the General Accounting Office regarding suggested improvements. 


REPORT ON SURVEY 


Now, there has been a report, Dr. Dryden, on the survey on your 
committee. That report reads: 

The criticisms and recommendations contained in the following paragraphs 
are not intended to detract from the general effectiveness of the agency or from 
its accomplishments. They are meant instead to provide more effective manage 
ment controls, and further improve the efficiency of the agency’s operation 

Mr. Decker and Mr. Geibel of the General Accounting Office are 
here. They prepared that report. With the approval of the other 
members of the committee, the Chair would like to call on Mr. Decker 
for a brief statement at this time of his recommendations on the 
operations. 

Mr. Decker, just very briefly, right i in line with Senator Kilgore’s and 
Senator Ellender’s and the Chair’s feelings, is there duplication, are 
all the facilities being used, and what are your recommendations very 
briefly for the accounting practices in the committee / 
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FURTHER DISCUSSION OF DUPLICATION 

















Mr. Decker. Mr. Chairman, since we were concerned solely witn 
the survey of the operations of the National Advisory Committee for 
Aeronautics, we did not and have not to this point extended our survey 
into that particular area because that would mean going into the re- 
search activities of many other agencies. However, I might say that 
is a question that is giving us some concern, and we’ve proposed to see 
what we can do in that direction during this coming year. 

With respect to the recommendations that have been made, as you 
know, this report has not been out too long. It prece ‘ded by a few days 
the hearings before the House Appropriations C ommittee. We have 
been in touch with Dr. Dryden and he has assured us that they are 
giving serious consideration to these recommendations and that at the 
earliest time when they have arrived at certain conclusions them- 
selves, we will get together and see what can be done. 


RECOMMENDATIONS 


Senator Sarronstauy. In two or three sentences, what are the pur- 
port of those recommendations ¢ 

Mr. Decker. Well, they deal to a large extent with controls a 
laboratory levels, controls by the Washington office of the laboratories. 

Senator ELLeEnpEr. What do you mean by controls? 

Mr. Decker. Controls over their operations, organization and pro- 
cedures, and generally to provide a closer management supervision 
over the activities of the three laboratories. 

We have made some suggestions with respect to their procurement 
procedures. We have made other recommendations, one perhaps that 
is not strictly an accounting recommendation, but dealing with the 
possibility of representation by the Atomic Energy Commisison on the 
committee since there seems to be considerable activity in that area 
at the present time. 

I have been informed by Dr. Dryden that all of these matters are 
being considered by their own executive committee, and, as I said 
before, we will get together and see what will be the outcome. 

They have been extremely cooperative throughout the whole survey 
that was made, 

Senator Sauronstaty. Then the recommendations on an operating 
basis came mostly for tightening up procedures ? 

Mr. Decker. Tightening up procedures and controls. 

Senator Ettenper. I wonder if the witness could identify himself 
and tell us where he got his orders, and what he is seeking to do. 

Senator Sauronstatn. I beg your pardon. This is Erwin S. 
Decker and he and Frank Geibel were assigned by Mr. Lindsay War- 
ren to prepare a report on the NACA at the request of the House 
committee. 

Senator Ettenper. That was primarily for accounting? 

Mr. Decker. No, sir; not primarily for accounting. 

Senator ELtenper. How about duplication of fac ilities ? 

Mr. Decker. I tried to explain that, in order for us to get into that 
area, it will be necessary for us to get into the other agencies. 

Senator Er:enper. So you have made no recommendation on that 
vet ? 
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Mr. Decker. We have something in the back of our heads. We 
think that general functions should be explored. 

Senator Exxenver. Would you know what prompted Mr. Dodge to 
defer the building of some of these fi cilities that were recommended ? 

Mr. Decker. L am not in the position to relate them, sir. 

Senator Magnuson. May I ask one question ? 

Senator SALTONSTALL. Senator Ellender had some questions of Mr. 
Dryden. 

POLICY RECOMMENDATIONS 


Senator Magnuson. Do you mean to tell me that the General Ac- 
counting Office is starting now to make recommendations as to who 
is going to be appointed on boards? 

Mr. Decker. That was simply a suggestion, because there is a 
large amount of money being spent. 

Senator Macnuson. It may be a good one, but I am wondering when 
you got into that function? 

Mr. Decker. Well, we are attempting to give a service. 

Senator Maenuson. I am not blaming you. I am just wondering 
when you started to get into that function. 

Mr. Decker. It seems a logical questin to raise. 

Senator Magnuson. By what authority does the General Account- 
ing Office make policy recommendations ? 

Mr. Decker. We are not making any policy recommendations. We 
are simply making a suggestion. 

Senator Magnuson. It may be a good one. I am not passing upon 
the merits. 

Mr. Decker. I wouldn’t feel the General Accounting Office was do- 
ing the job it should be. 

Senator Kireore. Mr. Decker, to clarify, I understood what you 
were driving at was the fact that, inasmuch as in the atomic field, 
the Atomic Energy Commission was getting into some of the same 
fields explored by NACA, you thought it should be advisable to have 
some of their people there so the work could be coordinated ? 

Mr. Decker. I think it is the other way. NACA conducts research 
in the field of nuclear-powered engines for aircraft. 

Senator Magnuson. That is, insofar as it affects accounting figures 
and management ? 

Mr. Decker. Perhaps I can explain it this way : That the committee 
itself, as you know, is composed of the interested agencies who are 
in the research field. As I say, it was simply a recommendation that it 
appeared that it might be desirable, it might possibly lead to the 
elimination of duplication as between AEC and NACA. 

Senator Maenuson. I am glad you cleared that up because I think 
there might be a raising of some eyebrows as to whether or not you 
are starting to recommend people for boards. 

Mr. Decker. There was a fundamental fiscal reason. 

Dr. Drypen. Could I state that the NACA believes that this is a 
very fair and usefui report. Our relationships with the people sent 
over by GAO have been very excellent ones from our standpoint, and 
we are giving consideration to all of the matters which have been 
raised. 

We have no feeling that they raised any improper questions, and we 
were glad to have their suggestions. 

Senator Satronstatu. Thank you, Dr. Dryden. 
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PERSON NEL DISCUSSION 


Senator Extenper. Dr. Dryden, I notice here from a statement 
furnished by you that the positions at the start of the year in 1953 
were 7,652 and you propose to taper that down, as I understand, so 
that at the beginning of 1954, you are going to have 7,000 positions, 
Do you follow me ¢ 

Dr. Drypen. Yes. 

Senator ELLeNper. And that at the end of chat year, you expect to 
have 7,900 positions. Why this tapering off and then tapering the 
other way / 

Dr. Drypen. That is because you cannot get people instantaneously 

Senator ExLenper. I could well understand that when you increase, 
but why taper down’ Have people left you? Have you discharged 
them, or what happened 7 

Dr. Drypen. We have been under a personnel freeze, as you perhaps 
know, for some time. I think our employment is slightly lower than 
(000 now. 

Mr. Utmer. The appropriation for 1953 is less than for 1952, which 
required a reduction of personnel. 

Senator ExLLenper. For 1954, you are going to have almost $8 
million more, $53 million, as compared to $ $48 million. 

Mr. Unmer. $5 million. 

Senator Extenper. Well, $5 million. That is a nice little sum. 

Dr. Drypen. A substanti: a part is for wage board increases. 

Senator ExLenper. With this $5 million increase that you will have 
in 1954 over 1953, you are going to provide for only a little over 2OO 
more personnel ¢ 

Dr. Drypen. 230 man-years 1s the best way to look at it. 

Senator ELLENDER. Whiy should it cost that much ? 

Dr. Drypen. The wage board increases affect about half of our 
personnel. 

Senator Extenper, Those are what we call ingrade promotions. 

Mr. Umer. There has recently been a general increase in wage rates 
of people who are paid on the wage board system. I would like to 
explain the $5 million increase. About one-half of that goes into 
increased personnel costs. The balance is for electric power for wind 
tunnels and for additional supplies and equipment. It covers all types 
of expenses required in operating our plant. 

Senator ELLENDER. Percentagewise, how much goes toward the 
ment of salaries ? 

Mr. Utmer. I would say about one-half. 

Senator ELLenper. On the total? 

Mr. Urmer. About $38 million of the $53 million will be used for 
personal services. 

Senator Ettenpver. And the rest for purchases / 

Mr. Unaer. Purchases of electric power, supplies and equipment, 
and that sort of thing. 


AMOUNT FOR PERSONAL SERVICES 


Senator Extenper. Then to take care of this 230-some persons W ill 
require about two-thirds of $5 million ? 

Mr. Umer. About one-half of the $5 million is for persorial serv- 
ices ; it will cover the cost of the additional 230 man-years and the full 
year costs in 1954 of wage-board increases made during 1953. 
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Senator Ettenver. The rest of it is for additional expenses. 

Mr. Utmer. That is right. 

Senator Ettenver. Well now, in all events, at the end of fiscal 1954 
are you going to have more employees that at the beginning or any 
time during 1953? 

Mr. Utmer. We hope so, sir. 

Senator Ettenver. That is because of what? 

Mr. Umer. The additional employees are necessary to operate the 
new facilities that Congress has authorized in past years that are 
coming into operation during the latter part of the current year and 
during 1954; 2 unitary- -plan_ wind tunnels, 1 at Langley laboratary 
and 1 at the Ames laboratory, will be cone into operation. 

Dr. Drypen. Here is a photograph of it. 

Senator ELttenper. How many sets of tunnels are now being oper- 
ated by the Army or any other department of Government ? 

Dr. Drypen. This is a complete record of all of them. 

Senator E.tenver. I thought it was so well known you could just 
say it. 

Dr. Dryven. It depends on your definition. It is like machine tools. 
Wind tunnels range from 4 inches to 10 feet or more in diameter. 

Senator Eittenper. The fact that these tunnels cost so much, Doctor, 
I cannot for the life of me see why they cannot be used by all those in 
Government who need them and not have each one build his own. 

Dr. Drypven. Of large wind tunnels, sir, of large supersonic tunnels, 
the NACA has 3, and under the unitary-plan system there are now 
being built 5,3 at NACA. 

Senator ELtenper. My hope is that those who are now investigating 
this will work to the end of having all departments of Government 
that may have use for these facilities use them in common and not 
build one or several for each one. 



































FOR OPERATION OF WIND TUNNELS 





UNIFORM POLICY 


Dr. Drypen. At the moment our executive committee is working 
on a uniform policy for the operation of the unitary-plan wind tun- 
nels, with participation in the planning by the military services. 
Senator Exttenpver. What caused that to be done? 
Dr. Drypen. The direction of Congress in the Unitary Plan Act. 
Senator Extenpver. I was hoping you would do it on your own. 
Mr. Vicrory. We recommended it to the Congress. 
Senator SarronstaLy. Are there any further questions? We close 
the hearing on the National Advisory Committe for Aeronautics. 
















FOUNDATION 





NATIONAL SCIENCE 





STATEMENTS OF ALAN T. WATERMAN, DIRECTOR, NATIONAL 
SCIENCE FOUNDATION ; WILSON F. HARWOOD, ASSISTANT DIREC- 
TOR FOR ADMINISTRATION; AND F. C. SHEPPARD, BUDGET 


OFFICER 








PREPARED STATEMENT 





Senator SauronstaLL. The next is the National Science Founda- 


tion, Mr. Waterman. 
Mr. Waterman, we will put in your statement of April 24 to the 


committee, together with your justification. 
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(The information referred to follows:) 


NATIONAL ScreENCE FOUNDATION, 
OFFICE OF THE DIRECTOR, 

Washington 25, D. C., March 28, 1953 
Hon. LEVERETT SALTONSTALL, 

Chairman, Subcommittee on Independent Offices Appropriations, 
Senate Committee on Appropriations, 
Washington 25, D. C. 

My Dear SENATOR SALTONSTALL: The administration has completed its special 
review of the 1954 budget estimates for the National Science Foundation. I have 
been asked by the Director of the Budget to inform the Appropriations Com- 
mittees of the Congress concerning the revised amounts for the National Science 
Foundation. <A copy of the Director’s letter of advice is enclosed. The adjusted 
estimates reflecting the administration’s stated policies and budget objectives are 
set forth below: 


Salaries and expenses, National Science Foundation: 
Appropriatiem, IS0S i 6. ss ; ; $4, 750, 000 
Amount in 1954 budget Rete ike a _.__. 15, 000, 000 
Revised amount. -—- tie viata i ccsteatiasdt hal ae 12, 250, 000 


Reduction _.-__--~- ie: Sex oe 2, 750, 000 


Details of this reduction are preesnted in the attached table and in the com- 
ments that follow. 





Research policy development and services (see justification of estimates, Jan 7, 
1953, pp. 6-20) 

The total for this activity has been reduced to $800,000 (exclusive of related 
operating costs). This is a reduction of $125,000 from the amount previously 
submitted to your committee. The adjustment is being made in the Dissemina- 
tion of Scientific Information and Maintenance of Information on Scientific 
Personnel programs in this activity. The Director of the Budget has stressed 
the importance of a comprehensive study. by the Foundation of the Nation’s 
present effort and needs in research and development. As you are aware, essen 
tial components of such a study have already been initiated by the Foundation. 
In order to carry out this work as contemplated, no reduction is made in the 
$500,000 program, Development of National Science Policy. 

Research support (see justification of estimates, Jan, 7, 1953, pp. 21-59) 

The support of basic research by the Foundation has the strong support of 
the administration and no change is therefore made in the estimate for research 
support previously submitted to your committee, $8,454,000. This is particularly 


important in view of probable reductions in research-support budgets of the 
other agencies. 


Training of scientific manpower (see justification of estimates, Jan. 7, 19538, pp. 
6084) 

The item for the program in support of graduate fellowships has been reduced 
from $4,340,000 to $1,866,000, a reduction of $2,474,000. This revised amount 
includes the cost of the present fellowship program for 1953, plus $390,000, the 
amount of the proposed reduction in the budget of the United States Public 
Health Service for the same purpose. Since sending the 1954 budget estimates 
to your committee in January, the Foundation has made an adjustment within 
its current appropriation in view of the very large number of excellent fellow- 
ship applications received this year. Thus, the 1953 allocation for graduate 
fellowships has been increased from $1,320,000 to $1,478,000. This adjustment 
was taken into consideration by the Bureau of the Budget in the determination 
of the revised estimates for 1954. It is the expressed desire of the administration 
that the Government’s 1954 fellowship activity be maintained at its current 
strength. 

No change is proposed in the estimate of $100,000 for Research Education in 
the Sciences. 


Operating costs (see justification of estimates, Jan. 7, 1958, pp. 85-92) 


The estimate for operating costs is $1,050,000, a reduction of $151,000 from 
the amount previously submitted to your committee. 
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Personal services 

Approximately $100,000 of the reduction in operating costs will be in personal 
services. However, in view of the importance of carrying out the compre 
hensive study of research and development previously mentioned, this reduction 
may be more than offset by personal services charged directly to Development of 
National Science Policy. 

Sincerely yours, 
ALAN T. WATERMAN, Dire 


EXECUTIVE OFFICE OF THE PRESIDEN’ 
BUREAU OF THE BUDGE’ 


WASHINGTON 25, D. C., Mareh 19, 
Hon. ALAN T. WATERMAN, 
Director, National Science Foundation, 
Washington 25, D. C. 


My Dear Dr. WATERMAN: The report on your review of the 1954 budget esti 
mates for your agency has been received and carefully considered in relation to 
the administration’s stated policies and budget objectives 

To meet these objectives the following reduction in your appropriation will be 
necessary. You are expected to adjust your recommendations accordingly and 
present these revisions to the Appropriations Committees 


Reduction in appropriation for 1954 


Salaries and expenses, National Science Foundation_. 


Within this revised amount, you are expected to provide for the same level of 
support of basic research as was contemplated in the 1954 budget. In addition, 
it is expected that the Foundation will initiate, at the earliest possible date, a 
comprehensive study of the Nation’s present effort and needs in research and 
development, with particular emphasis upon the extent of the Federal Govern 
ment’s responsibilities during and after the current emergency. This study will 
be financed from funds already available to the Foundation, to be supplemented 
if necessary from the 1954 appropriation. 

Detailed information as to the reduction set forth above will be communicated 
to your agency through the Budget Bureau staff. 

Sincerely yours, 
Jos. M. Dongs, Director 
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National Science Foundation comparison of amount in the 1954 budget estimates 
with revised estimates 
















Activity title Amount in Revised 


1954 budget amount Reduction 









Kesearch policy development and serviees 






Development of national seience policy $500, 000 $500, 000 
Dissemination of scientific information 275, 000 175, 000 $100, OOK 
Maintenance of information on scientific personnel 150, 000 125, 000 5, OK 








Subtotal 







25, 000 125, OO 















tesearch support 
Biological and medical sciences 4, 217, 000 4, 217, 000 
Mathematical, physical and engineering sciences 


Subtotal 





Training of scientific manpower 


Graduate fellowships 4, 340, 000 1, 866, 000 2, 474, 000 
Research education in the sciences 100, 000 100, 000 








Subtotal 4, 440, 000 1, 966, 000 2, 474, 000 











Operating costs 1, 201, 000 


, 050, 000 151, 000 







Totals 





50, 000 2, 750, 000 










1 In the budget for the t 


8S. Government for 1954, the operating costs of the Foundation are prorated to 
the three program activities 
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Mr. Chairman and members of the committee, the National Science Foundation 
is appearing before you today to appeal from action by the House of Representa 
tives in H. R. 46638, the First Independent Offices Appropriation bill, which would 
reduce the President’s revised budget for the Foundation from $12,250,000 to 
$5,724,400. The Foundation respectfully requests a restoration to the level of 
the President’s revised appropriation request, $12,250,000 for fiscal year 1954 
This is a request lower by $2,750,000 than the $15 million requested by the pre 
ceding administration. The Foundation also requests restoration of funds for 
travel, reduced in the House bill from the request for $117,000 to $78,000. 

I should like, at the outset. to review very briefly the functions and activities 
of the National Science Foundation for which an appropriation is requested. 

The National Science Foundation is directed by law to carry out three major 
programs and a number of others, all of them now active and functioning. The 
major programs are: 

(a) To develop national policy in respect to science and its support by the 
Federal Government ; and to advise the administration and the Congress regard 
ing such matters. 

(b) To plan and provide financial support for carrying on basic scientific 
research. 

(c) To plan and provide financial support for the training of scientists and 
other scientific activities essential to the progress of science. 

These and the other functions are described in detail in the 1954 budget docu 
ment already submitted to the Committee. 

I believe that the record demonstrates the results which have been accom 
plished and I shall review these only briefly here. 














NATIONAL SCIENCE POLICY 





The Foundation’s first major responsibility—to develop policies on scientific 
issues—stems from long-felt needs for an organization within the Federal Gov 
ernment to perform that function. Major activities in this area fall under two 
headings: 

(1) Comprehensive studies and analyses of Federal research and development 
activities. Such studies encompass all aspects of Federal research: obligations, 
expenditures, content, organization and management, impact upon educational 
institutions, etc. A variety of separate analyses are in active prosecution at the 
present time. 


thematics 


In its research } 
60 grants tol 

he Lnited Stule 

r other nonproli 

he direction of a 
reviewed by an advisory panel Sci sts emine 
project and the Foundatior ienti staff, 
National Science Board. Most pr support 
ited by the scientists and 
program is formed by selectio 

The following data may be 
basic research grant is $10,355 
the basic research supported 
rent fiscal year, through Marcl 
proposals totaling more than $1 Wt One 
een awarded; 206 proposals 
funds; and 438 proposals have been thdrawn 
proposals, totaling over $7,000,000, are for the 


MANPOWI 


In an effort to relieve the crucial shortage in sci 
country the Foundation provides financial support 
engineers through award of fellowships for grac 
foundation is the sole Federal agency supporting general irpose 
graduate scientific training, the general purpose fellowship prograt 
National Institutes of Health and the Atomic nergy mmission 
terminated by coordinated action of these agencies, 

Bureau of the Budget. 

In April of 1952 the Foundation awarded 569 predoctoral ar 55 postdoct 

fellowships to individuals selected from 2,977 applicants Im Ay of this 


515 predoctoral and 42 postdoctoral awards were made to persons selected 
3,298 applicants. In addition 1,274 candidates were awarded honorable ment 
with sufficient funds all of these would have received fellowships. Competit 
for these fellowships is Nationwide: and United States citizen is eligible 
apply. Awards are made solely on the basis of ability of the applicants, ex« 
that geographical factors may be considered in choosing between individu 
of substantially equal ability. By law, those who win awards may select 


own institutions of study. 


IFIC PR 


The other important activities of the Foundation in support of science ar 
Providing a center of information and study on scientific manpower; strength 
ening the flow and interchange of scientific information; and participation in 
international scientific activities, including provision for American representation 
at the most important international scientific meetings 


ADMINISTRATION POLICY 


The future plans and programs of the Foundation are hest summarized i! 
f 


new administration's statements relative to the Foundation These are two 

(a) The letter from Mr. Dodge to me dated March 19, 1953, in which the Foun 
dation is authorized to present a budget of $12,250,000 for fiscal year 1954. A 
copy of this letter was transmitted to this committee with my letter of 
March 23, 1953. 

(b) The letter to Senator H. Alexander Smith from Mr. Dodge dated April 7, 
1953, a copy of which was sent to me, commenting upen 8S. 977 to amend the 
National Science Foundation Act of 1950. This letter states in part 
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“The revised 1954 budget request fe » Nat 
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In adopting H. R. 4665 Wednesday, the House has reduced the 
f 250,000 to $5,724,400, and has also sevel1 


te ¢ t variance with the policy of the adn 


use colnmittee in its report states 


olumittee is much interested in the coordination and elimination 
duy ition in connection with all scientific research work It reques the 
National Science Foundation, during the fiscal year 1954, to exert every effor 
to assist in the coordination of all Federal research, including the eliminati« 


of duplication in the opinion of the committee, a definite showing of substan 
tial savings in this connection would encourage the Congress to consider the 
provision of additional funds for scientific research.” 

Che action of the House committee, unless modified, will delay the coordina 
tion and elimination of duplication that it seeks. The expressed purpose of th« 
administration’s intention to centralize Government support of basic research is 
an important step toward achieving those very ends—but the centralization can 
not go forward until the Foundation is financially able to carry forward those 
programs of other agencies which the administration desires to merge into the 
Foundation’s program Unless a sufficient appropriation to the Foundatior 
comes before such a merger, the national interest may be prejudiced by a redu 
tion in the overall level of needed basic research activity 

Such a reduction is likely to occur even this year if the action of the Hous¢ 
should stand, since the budgets of other ncies for basic research have bee! 
decreased by more than the amount of the recommended increase 


tion’s budget. 


rRAVEI!I 


I also wish ss briefly recommenda 


committee on H. R. 4663 concerning travel. 


1954 estimate 
House limitation 


Difference 


The House committee bill proposes a limitation account for travel totaling 
only $78,000 Che Foundation is required by the nature of its functions to seek 
out and utilize the best scientific minds of the Nation. We cannot hope to obtair 
such talent from universities and industrial laboratories throughout the count 
on a full-time basis, nor could we afford to do so. However, with a minimum ex 
penditure of personnel funds we are able to obtain the services of outstanding 
scientists and engineers at nominal pay through the judicious use of travel 
money. Experience to date demonstrates that approximately $2 out of every $3 





APPROPI 


of travel money 
Board and divis 
specialized area 
only in drastically in 
The proposed limitation 
Congress in action on the 1953 : 
a limitation on travel of $118,750 
Foundation’s growing program w: 
under the appropriation proposed 
limitation is also inconsistent tl 
priation for 1954; there appe 
travel limitation by one-third wh 
the previous year 
The estimate of $117,000 will provid 
(a) Twenty-four members of the Nat 
areas of the country to attend 8 to 12 meetir 
(b) Thirty-six members of four statutory 
advise and consult with the Board and the Dirt 
(ce) About 150 consultants, specialists in the n 
expert advice on research proposals, on the 
the interchange of scientific information, 
of the Foundation: and 
(d) The small full-t 
tion’s nationwide pros 
Economy of operation by the Foundatior ubstantiallv enhan 
having field or regional offices This makes the more necessary 
ability of sufficient travel funds to enable the staff thi 
keep its operations effective. The Foundation support 
institutions and sponsors a fellowship program 
awards to approximately 600 fellows rhe ' 
insure that dollars appropriated for researc! 
expended is by judicious and planned personal 
tists and business administrators of the universities and laboratories 


the operating programs are under way and increasing attention is pa 
involved in developing policy it is more than ever important to in 
of travel of the staff in order to secure reliable first-han fo) 


dation therefore requests restoration of travel funds to $117 


(MM) 


PERSONAL SERVICES 


Although the House bill does not establish a limitati: account for pe 
services, the committee report on H. R. 4663 includes a recommendation that th 
estimate for personal services for 1954 be reduced to the 1958 level. The amounts 
involved are: 


SOR? OK 


1954 estimate 
House committee recommendations ‘71, 


Difference dens oe ...—211, 000 


1 


While the 1958 level may be an appropriate ceiling for 195 activities i: 
agencies long established, it should be remembered that the National Science 
Foundation has not yet reached the stage of development required to px 
its statutory functions in the manner desired by the administration 
Congress. When the National Science Foundation t was enacted 
anticipated that several years would elapse befors Tv ‘oundation wo 
operating at full strength since careful choice of pet t staff is a key 
in successful administration and is essential to sat ictory performance 
Foundation’s responsibilities for developing national science poli 
evaluation studies. The following table presents the actual and estima 
sonnel strength from 1951 through 1954 as of June 30 of each year. 


June 30— 
1951 (actual) 
1952 (actual) 
3 (estimate)____ 
1954 (estimate) - 
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There are currently 113 emy oyees on duty The $771,000 recommended in the 
report of the House committee would permit employment of 109 persons Ad 
herence to this recommendation would not only put a stop to the necessary com 
pletion of staffing but would, in fact, require a retrenchn t involving the dis 
charge of key aff members. This would be wholly inconsistent with the ad 
ministration’s plan to centralize in the Foundation the Government's basic re 
search support program and predoctoral graduate fellowship programs and 
thereby enhance economy. Likewise, it would be inconsistent with the proposals 
by the administration and the House committee that additional effort be ex 
pended on sur ; of research activity. 














STATEMENT OF SENATOR SMITH OI 





NEW JERSEY 


Senator SALTONSTALL, Senator Smith of New Jersey was very much 
nterested in the subject. Unfortunately, because of illness, he was 
not able to be here today, but he has sent a statement which the Chair 
would like to put into the record at this point, if there is no objection. 

The Chair would like to read a paragraph on page 4, as Senator 
Smith called him on the telephone and asked. This is Senator Smith 
of New Jersey speaking: 

I am informed that in acting on the President’s request the House Committee 
on Appropriations has seen fit to limit the 1954 appropriation for the Foundation 

724,400. This seems to be most unfortunate and is probably due to 






to only $5.4 
a misunderstanding by the House committee of the present policy to consoli 
date these basic research funds and to put the major responsibility for these 
programs in the Science Foundation. Since the purpose of centralization is 
economy as well as efficiency, the House committee’s action cannot be regarded 
as a sound step at this time. I wish especially to emphasize that such action 
would not result in an increase in the total research budget of the Government. 
In fact, by bringing together, wherever possible, basic research programs now 
being carried on by the various military services, the National Institutes of 
Health, and the Atomic Energy Commission, duplications will be removed and 
genuine economies brought about. 

I therefore strongly urge this committee to restore the appropriation to the 
full $12,250,000 requested by the administration in order that an orderly pro- 
gram of centralization may go forward without delay. 


Without objection, the full statement of Senator Smith will be put 
in the record. 
(The complete statement referred to follows :) 



















STATEMENT BY SENATOR H. ALEXANDER SMITH 





Mr. Chairman, and members of the committee, my purpose in appearing before 
you today is to make certain that the Appropriations Committee and the Senate 
are acquainted with the underlying economy policy of the Eisenhower adminis- 
tration with respect to the basic research supnort program of the Federal Gov 
ernment. As chairman of the Committee on Labor and Public Welfare, before 
which matters affecting the National Science Foundation Act of 1950 come, I 
have followed the development of this policy with great interest and have intro- 
duced legislation, S. 977—now pending before the Committee on Labor and Public 
Welfare—to help implement that policy. 

As stated in a letter to me from Joseph M. Dodge, Director of the Bureau of 
the Budget, under date of April 7, 1953, the administration’s policy is ‘‘to central- 
ize in the National Science Foundation the Government's programs for support 
of basie research, which are now carried out by several agencies.” One of the 
most important purposes of the policy is to realize economies in Government sup- 
port of basic scientific research by channeling this support through the Founda- 
tion of the greatest extent practicable. As this committee undoubtedly knows, 
recent studies by the Foundation show that basic research support is now pro 
vided principally through six agencies other than the Foundation. In the current 
fiscal year the overall budget for basic research was approximately $140 million : 
less than 2 percent of this amount was administered by the Foundation. The 
steps for carrying out the policy of centralizing this effort in the Foundation are: 

















FIRST INDI 


(1) To provide for 
tory limitation of $15 
ing basic research 
tiscal year. 
(2) Coneurre 
approval of the oth 
next fiscal year, on the grot 
vide for activities thus reduced 
(3) By an amendment of th 
of the Congress, to remove t 


Foundation so that additiona 


grams can be mat n succeed 
the perform ince ot important 

The first step was taken by the 
the 1954 budget for the Foundati 
when on March 19 the President request 
reduction of $2,750,000 from the $15 mill 
Significantly, no reduction was made in the 
be devoted to the support of basic research, in line with the policy I am de 
so that basic research support programs could be transferred from other ag 
to the Foundation. In his letter to me describing this action, the Direct 
the Bureau of the Budget reported the Bureau’s policy of cutting back 
research support requests by the other agencies and pointed out that “while 
is a substantial increase in the appropriation to the Foundation (over fiscal 
1953, when only $4.75 million was appropriated) it was more than off 
creases in the justifiable requests of other agencies for similar purposes 
completes the outline of the administration’s action on steps (1) and (2) of 
policy I have outlined. 

Step (3) is the amendment to open the way for other similar readjustmer 
future years, embodied in S. 977. At this point oul read to the 
mittee Mr. Dodge’s April 7 letter to me. It is 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE Bupa! 
Washington, D. C., April 7, 1 153 
Hon. H. ALEXANDER SMITH, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washinaton. D. ¢ 


My Dear Mr. CHarrMAn: Reference is mad 
1953, requesting the views of the Bureau of the 
amend the National Science Foundation Act of 1990 

As you know, the chief purpose of this bill is to amend the National Scier 
Foundation Act of 1950, so as to remove the $15,000,000 limitation on the app 
priations which are authorized for the purposes of that act. In addition, the 
bill would make a minor change in the operating procedure of the National 
Science Board. 

It is my understanding that the limitation on the appropriations authorized 
was placed into the act for the purpose of giving the Congress an opportu y 
to review the operations of the National Science Foundation once it ha t 
established and under way for a period of 2 or 3 years. The Foundation is 
a going concern. For the past 2 years it has been operating a program of 
port for basic research, a fellowship program for graduate students, and a 
gram for the dissemination of scientific information 

The revised 1954 budget request for the National Science Foundat 
$12,250,000. While this is a substantial increase in the appropriations 
Foundation, it was more than offset by decreases in the justifiable reques 
other agencies for similar purposes. These steps were taken in furtheran 
the policy of this administration to centralize in the National Science Found: 
tion the Government's programs for support of basic research, which are n 
“arried out by several agencies. It should be made clear, however, that 
agencies will be allowed to support basie research which is directly related 
the solution of problems for which these agencies have statutory responsibili 

One step toward carrying out this policy is taken in the revised 1954 budge 
request for the Foundation, but it will not be possible to continue it in futu 
years if the present appropriation limitation in the National Science Foundat 
Act remains in effect. 


‘ 
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The removal of the limitation is not expected to result in an increase in total 
Government expenditures for the support of research. The National Science 
Foundation is now commencing a study which will result in recommendations 
as to the desirable goals and objectives of the Nation’s research activities and 
the appropriate part for the Federai Government in this effort. When this study 
is completed, consideration will again be given to the proper level of Federal 
support of basic research. In the meantime, it will be desirable and economical 
to continue the gradual process of centralizing in the National Science Founda- 
tion, the general purpose basic research support programs of the Federal Govern 
ment. 

For this reason, enactment of 8. 977 would be in accord with the program of 
the President. 

Sincerely yours, 
Jos. M. Dopar, Director. 

I am informed that in acting on the President's request the House Committee 
on Appropriations has seen fit to limit the 1954 appropriation for the Foundation 
to only $5,724.400. This seems to be most unfortunate and is probably due to a 
misunderstanding by the House committee of the present policy to consolidate 
these basic research funds and to put the major responsibility for these programs 
in the Science Foundation. Since the purpose of centralization is economy 
as well as efficiency, the House committee’s action cannot be regarded as a sound 
step at this time. I wish especially to emphasize that such action would not 
resuit in an increase in the total research budget of the Government. In fact, 
by bringing together, wherever possible, basic research programs now being 
earried on by the various military services, the National Institute of Health, 
and the Atomic Energy Commission, duplications will be removed and genuine 
economies brought about. 

I therefore strongly urge this committee to restore the appropriation to the 
full $12,250,000 requested by the administration in order that an orderly pro- 
gram of centralization may go forward without delay. 


REVISED ESTIMATE 


Senator Sarronstraty. Now, Mr. Waterman, there was appropriated 
in 1953 $4,750,000; originally asked for in 1954 was $15 million; the 
revised estimate was $12,250,000; and the House gave you $5,724,400. 


DUPLICATION IN RESEARCH 


As one who has been very much interested in the National Science 
Foundation, and I know that also applies to the Senator from Wash- 
ington, Mr. Magnuson, let me ask you this question: 

Is there any duplication between the work of the National Science 
Foundation and the research that is being done by the Army, Navy, 
Air Force, National Advisory Council for Aeronautics, Atomic En- 
ergy Commission, or any other agencies for which money was appro- 
priated for research by the Congress ? 

Mr. Waterman. I believe there is no duplication, Mr. Chairman, 
in the sense in which research understands the term. 

There is no undesirable duplication because all these agencies take 
steps to check on the proposals for work they intend to do, and any 
unnecessary duplication is eliminated. 

You understand that in research confirmatory duplication is neces- 
sary, and science will not accept a new discovery until it is firmly 
established and challenged by that technique. 


CONSOLIDATION OF RESEARCH SUPPORT 


Senator SALTONSTALL. Now, in the House hearings, you have given 
a very complete statement concerning the appropriation of funds. 





FIRST INDEP 
Now, just in your own words, what is 
vhich Senator Smith of New Jersey me 
recommends that this committee put 
consolidation of research has there been in past years that 
you people in asking for your full amount? 

Mr. Waterman. This past year very little could be accomplished, 
Mr. Chairman, in that sort of consolidation, because of the ‘ hess 
of the funds that we had available for this. In this past year, we 
only had $1,700,000 for the support of research. 

The point which Senator Smith makes, I believe, sir, is that it is 
only by our having il larger portion of the support of basic research 
that we ean achieve this consolidation, 

It is best put in the language of the administration in this form, 
and I am quoting from a letter from Mr. Dodge to Senator Smith, 
dated April 7, 1953: 

The revised 1954 budget request for th ations science Foundation is $12 


250.000 While this is a substantial ineres i the appropriations to the 
Foundation, it was more than offset by decreases in the justifiable requests of 


“A yt) 


other agencies for similar purposes, 

Senator Savronsrat.. Will you name those agencies, if you can, 
in an open hearing ¢ 

Mr. Warerman. Chiefly in the Department of Defense, the Navy, 
(rmy, and Air Force research offices; also the Atomic Energy Com- 
mission and the National Institutes of Health 

Senator SAvronstaLL. Were the funds given to those various re 
search agencies diminished by the amount that is given to you, 
uliding up for basic research ¢ 

Mr. Warerman. The plan of the administration was to reduce these 
iustifinble requests, At the 


this reduction in order to a 


resent time they have been asked to make 
OW this increase in the National Science 


| 
] 
Foundation appropriation. 

Senator SALToNsTraLL. What is the total amount of reduction in 
those departments ? 

Mr. Warerman. I cannot give you the exact figure for the new ad- 
ministration but for the old, it was about $12 million. 

Senator Savronsratt. How much of this $12,250,000 will 20 into 
this research ? 


OF FUNDS 


Mr. Warrrwan. About 86 million more than this year. 
Senator Savronsrauy. Where is your other $6,250,000? 
Mr. WarrerMaAn. S86 million will be a savings. 

Senator SALTONSTALL. S6 million of your $12 million? 

Mr. WATERM AN. | thought you meant the s1Y million reduction in 
other bucdeet requests. No: inthe Support of fellow ships. 

Senator SALronsraLL. How much will go into that ? 

Mr. Waterman. The total amount in the support of fellowships is 
the same as the present level plus an additional $400,000 to take into 
account the fellowship program for predoctoral students of the Na- 
tional Institutes of Health, because the National Science Foundation 
now has the sole operation of general purpose, predoctral fellowships. 

In dollars, this is $1,886,000 in the revised amount. 
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Senator Sarronstati. How many people does that give felloy 
shi Ips to? 

Mr. WaterMAN. This year it was about 550 fellows, and in the ne 
year something in the order of 150 additional. 

Senator Maenuson. That is predoctoral ? 

Mr. Waterman. So far as the adjustment with the National Inst 
tutes of Health is concerned it is predoctoral. In our Foundation, it is 
post- and pre-doctoral. 

Senator Sauronstatu. About $714 million of your funds would be 
included there. Where is the other $5 million going ? 

Mr. WaTerRMAN. The support of basic research in the revised budget 
comes to $8,434,000, so that a total of $10,300,000 is included for 
research support and fellowships. The other element is in a majo 
part of the Foundation’s activities, on the support of policy and serv 
ices In that connection. One of the six functions of the Foundation 
is to establish national science policy with particular reference to 
what the Federal Government should do in this area. This also in 
cludes studies and oper: ations in the dissemination of scientific i 
formation, and again in maintenance of information on scientific per 
sonnel. The Foundation has now taken over the activity former] 
known as the National Scientific Register with its supply-and-demand 
studies on scientific manpower. 

Senator Magnuson. Is it not true that you have attempted since 
you moved along to become a clearinghouse for a lot of these matters ? 

Mr. Waterman. That is correct, sir. 

Senator Magnuson. Is that not about the lay term? You try and 
find out as much as you can and put this all together. Is that serv 
ice being used by private people too? 

Mr. WarTerRMAN. We get a number of letters and to the extent that 
we have the information, we are very glad to supply it. 


FELLOWSHIP PROGRAM 


Senator E..enpver (presiding). Dr. Waterman, a while ago you 
said that there were at present a little over 500 fellows, and you ex 
pected to obtain 150 more during the current year. 

Mr. Waterman. Approximately that. 

Senator Ettenper. What sort of contract have you with these fel 
lows—for a limited period ? 

Mr. WarerMAN. We give them, in effect, a grant of this money for 
a year. 

Senator Exvtenper. Well, now, what are the prerequisites beforé 
they can qualify? 

Mr. Waterman. They must be United States citizens, must sign 
an oath of allegiance and an affidavit. 

Senator Ettenper. I mean primarily as to education ? 

Mr. Warerman. As to education, this is a national competition 
Word goes out to all of the schools of the country and any citizen 
of the United States may apply. We had this year a total of about 
3,300 applicants and these are then reviewed by something like over 
110 scientists specializing in the different areas, 

There is a preliminary screening and a final screening, and this is 
done by contract with the National Ac: ademy of Sciences. The 
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screened list is sent to the National Science Foundation, and the 
selections we make are passed on by the Board. 

Senator Exrenpver. Does this apply primarily to graduates of a 
college ¢ 

Mr. Waterman. These are for graduate studies. 

Senator Ex.tenper. In other words, anybody who qualifies must 
have a degree from some university ¢ 

Mr. WarermMan. A degree or the equl\ alent which is ac eptable toa 
graduate school. 

Senator ELLenpeR. ‘To what extent do you take on medical students? 

Mr. WarerMAN. Not at all if they are headed for a medical degree. 

Senator ExvLenper. Unless they direct their future work to scien- 
tific investigation ¢ 

Mr. WarerMAN. Scientific investigation in the field of biology, and 
work of that kind we accept, but not in line toward clinical medical 
degrees. 


STUDENT DISTRIBUTION 


Senator Ettenper. How are these students distributed at present ? 
Let us say the 500 that you now have, are they pretty well dispersed 
through the whole Nation, or do the y come from certain sections of the 
country? The reason I ask that is, if you remember, a feeling was In 
the minds of quite a few Senators at the time that probably all the 
larger colleges like Harvard and Yale and Carnegie Tech would get 
the major portion of these fellows. Would you tell us how that is 
worked ¢ 

Mr. WAterRMAN. The residence of the fellows is very widely dis 
uted over the United States, nclidine the Territory of Hawan. 
believe there was only one State last year and another State this year 
which did not furnish fellows. 

Senator Einenper. Have you a list showing where the fellows came 
from by States? 

Mr. WaterMAN. This is the record, I believe, sir. We have it here. 
If you would insert that in the record, that would give the exact dis 
tribution. It is interesting that this year the number of fellowships 
allotted was about 550, but 1,272 were considered so good that they 
were provided as a list of honorable mention. ‘These are regarded by 
the reviewers as being entirely competent to go on to an advanced 
degree—this additional 1,200. 

Senator E.tenper. I notice that in New York you had 609 appl 
cants and only 81 were taken. Now, in taking that many out of New 
York, what did you use as a yardstick there—the qualifications of 
them ? 

Mr. WaterMAN. The act states that they must be chosen for ability 
only, but in the cases of substantially equal ability, we make an adjust- 
ment according to geographic distribution. 

Senator Ettenper. You mean where things are equal ? 

Mr. Waterman. Where things are equal in ability; yes. 

Senator Exrenper. I see. In Ohio I notice there were 118 appli- 
cants and 31 qualified. Percentagewise, I presume it runs about the 
same ? 

Mr. Waterman. The distribution runs surprisingly close to the 
college population of the States. There are some areas where we have 
made some adjustments but that is about the way it works out. 
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Senator Errenver. I notice that Louisiana had 19 applicants and 
got 2 posts; percentagewise, about the same as was given the othe: 
States. I notice that that holds true of practically all States. 

It varies so that in some cases it might be as low as 5 percent, t 
about 10 or 12 percent. 

We will put this table in the record at this point. 

(The information referred to follows :) 


istribution of applications for fellowships and fellowships for the academi 


1958-454. by State of residence 


Fellow 
hips 


Mr. Watt RMAN. There is nothing in the law which gives us any 
control over the institutions in which these fellows go: but, when one 
considers that these are exceptionally outstanding students in the 
country, it seems right that they should go to the institutions whic 
are best equipped to furnish their graduate training. 


QUALIFICATIONS OF APPLICANTS 


Senator ELnenper. Who passes upon the qualifications of the ap 
plicants, let us say, of the large number that came out of New York? 
Have you a board? 

Mr. Waterman. We have over 100 consultants that come in and 
review in each field of science the applicants in that field, and this is 
further divided into panels that compare the different fields, and 
we have a final consulting panel that goes over the entire list. This 
comes to our staff, and we review this, making selections of those to 
whom we make awards, and finally this is approved by the National 
Science Board. 

Senator Etienper. I presume the first thing you do is take account 
of the number that you can take care of, and then weed them out on 
the basis of the information you get from these various advisers, to 
whom you just referred ? 
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Mr. WaterMan. Yes, sir. 

Senator Ettenper. Well, now, is there any particular science that 
vou concentrate on; that is, that you are desirous of getting more 
fellows engaged in? 

Mr. WaterMAN. We have found that the distribution of applicants 
and the distribution of the best men follows very much the present 
graduate population ; so, we have not interfered very much with that. 

There is an exception in that there is more interest now in mathe- 
matics and physics than there has been. 

Senator Ettenper. But in your selection would you take some n 
interested in mathematics or chemistry or mechanical engineering, or 


just what? 
] 


Mr. Waterman. We have found in our selection that the ability 
criterion stands out so strongly that there is very little opportunity 
to do that. There is some opportunity with respect te geographic 
distribution, but very little with respect to field. 


DUPLICATION OF FACILITIFS 


Senator ELLENDER. Dr. Waterman, you were here awhile ago ° 
we discussed this question of duplication of facilities with the 
and so forth. I wonder if you would care to say a few word 
what vou think ought to be done toward trying to center all of 
scientific work, investigation and so forth, in all of the ] 
in one group than to have it scattered over the lot as is 
many instances. 

Mr. Waterman. You refer, do you, to the entire researc] 
velopment ? 

Senator Ettenper. As it is now, you have some in Agriculture: you 
have some in Interior, and you have some, in fact, in every de partment. 

very department has its own little group of investigators, and all of 
this costs an immense amount of money: and, irrespective of what 
others say, I have been over some of them and know there is a lot of 
duplication. 

When you consider the vast sums being spent in that directi it 
strikes me very forcibly that something ought to be done to tone 
this duplication and prevent the erection of facilities and expendi 
tures of moneys to put up facilities that could be used by all those 
engaged in the scientific work. 

Mr. Waterman. Yes, sir. I would be very glad to talk to that. 

It should be taken up, I believe, in its components: De ‘velopment, 
the large oper ations which lead to the ne Xt ste] — producti on, appli ed 
research, and basie research. 


DEVELOPMENT 


Talking first on development, this is primarilv a matter of interes 
to the agency that has the incentive for development. that has the 
statutory function to work in this field and to produce devices and 
equipment and techniques which are directly applicable to their mis 
sion. So, this is primarily their responsibility. Now, in the case of 
ordinary small pieces of equipment, techniques, and devices, they can 
do this very successfully by contract or in their own laboratories. The 
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difficulty comes, as vou gentlemen are aware, where the developmental 
project is so large that it becomes a question as to whether more than 
one agency can use it, and that is the question here. 

In the case of a matter like that, 1t is important to recognize that 
a large installation is unique in certain respects, of course, and there 
fore available for use to a number of people; but, if the volume of 
work necessary is greater than one establishment can do, then one 
will not serve, and it is necessary to have several centers. 

Senator ELLeNpEeR. Well, now, should these several centers be under 
different heads? 

Mr. Waterman. In that case, the natural thing to do is to have it 
inder different heads, because always they can adapt to the special 
mission of the agency. One agency differs somewhat from another. 

Let me put it this way: If there are two wind tunnels to be used 
by two different organizations, and they start out with a certain sum 
of money to build those wind tunnels, because of the different missions 
of the agencies the designers and research workers would come out 
with different installations adapted to the purposes of the two agencies. 
Those are differences which come out in the actual planning of the 
thing. So that the reason why the question is very hard to answer 
in the abstract is because of this difference that does materialize. 
Where there is a difference in aim, shall we say, between the military 
and commercial point of view, in talking about wind tunnels, from the 
research point of view these are legitimate differences, and if there is 
a creat volume of business to do it does make sense to have them located 
in each of the agencies. 

But wher this is done, in my opinion, it is very important to have 
a thorough overall analysis of the situation before this is started, 
and a thoroughgoing cooperative agreement between the agencies 
as to who shall do what, and even then one will probably find a cer- 
tain amount of trading back and forth where one wind tunnel is speci- 
ally designed for a certain purpose and this one should be used for 
that purpose, and the other one, being slightly different, for the other 
purpose. So there will be a certain amount of transfer of work. 

That. is development and large-scale applied research. 


APPLIED RESEARCH 


Much applied research is less expensive and should be handled di- 
rectly by the agency concerned that knows its interests. There is 
more to be said but I think I can dismiss that with that much of a 
statement. 


BASIC RESEARCH 


In basic research in the Foundation we have established a very 
clear policy on this, I believe, and that is, since basic research cuts 
across all the agencies and all the subjects from every point of view, 
we believe that general purpose basic research should be centralized 
in one agency. On the other hand, it is quite legitimate and important 
for the individual agency with a practical statutory mission to ac- 
tually perform and support research in that area which is directly 
related to its mission. 

For example, let us take materials to stand very high temperatures, 
say for jet engines or rockets. That is a very critical thing. This 





FIRST INDEPENDENT OFFICES APPROPRIATIONS, 1954 


policy means that the agency that has a statutory mission re lates 
the development of things of that character, should have the rig 
to do the researe h in that area. 

Senator E.ienper. Even though you have existing facilities or 
agencies that might do that for them ? 

~Mr. Warerman. That is correct, sir, because it is so close to their 

operating mission. Their operating people get it firsthand and not 
secondhand, and the process of recent discoveries immediately goes 
right through the ranks and gets into the planning group faster 
than it can from an outside agency. 

At least, this is our present th nking and this is emphasized especi 
ally in the statement of the present administration, the last part of 
which I was just reading, that the step of centralizing this work in 
the Foundation was taken in furthering the policy of this administra 
tion, namely, and I quote: 

To centralize in the National Science Foundation the Government's programs 
for support of basic research, which are now carried out by several agencies 
It should be made clear, however, that other agencies will be allowed to support 
basic research which is directly related to the solution of problems for which 
these agencies have statutory responsibility. 

This is the attitude of the present administration as well as our 
own. 


DEMINERALIZATION OF SALINE WATERS 


Senator EL.Lenper. I suppose a lot of this duplication has come 
by acts of Congress. Asa classic example of what I am talking a 
last might I spent 3 hours at hearings held before the Interior Sub 
committee when the question was whether or not we should provide 
funds to develop some ways and means by which waters from the 
seas could be sweetened so they could be used for irrigation purposes 

Now, quite a bit of money is going to be spent in that direction. | 
was wondering if the National Science Foundation could help 
that field rather than get someone else to do it. 

Mr. WarerMan. We are already in touch with the Department of 
Interior on that. In fact, we have an exchange of letters, so any basic 
research on that we will be informed of and will be able to help. 

Senator ELtenper. You would be informed on it but the point is, 
why establish a new outfit to do it? Why could not those in existence 
do it and save the cost of administration. That is what I am talking 
about because in this work we are providing for as much as $65,000 
to create a little administrative agency that is going to coo: din: ite 
the work. Then you have another that will evaluate and still another 
that is going to not only evaluate the various new methods that may 
be discovered and processed, but put them actually into effect, try them 
out. 

By the way, as I said, this was created under an act of C ongress. 

All of that will entail in the future quite a lot of money which work 
could probably be done by existing agencies. All this experi ntal 
and evaluation work could not all be done | Vy scientists who are now 
being paid by the Government to carry on, I will not say similar wor! 
but they could cert tainly enlarge the sphere of their work as to encom- 
pass this. 

Mr. WaterMaAN. As far as the Science Foundation is concerned. we 
would be certainly willing and capable to take the basic research 
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aspects of it but, of course, we cannot operate pilot plants nor engage 
in a developmental program. So that anything of that sort would 
necessarily go somewhere else. 

Senator ELLenper. Will this group operate pilot plants? They have 
authority to contract with universities or other laboratories to do the 
work they think ought to be done in order to try out the ideas uf cer- 
tain people who might furnish them these ideas. 

Mr. WaTeRMAN. Our act does not permit us to support more than 
basic research except at the request of the Department of Defense. 
Then we can support research in general. 

Senator Exxenper. That is all. 

Senator Magnuson. Your main function is not direct laboratory 
work. It is fellowships, grants for basic research, and in this case 
you would cooperate in whatever they are doing on saline-water 
tests. 

Senator ELLenper. Strange to say, this new agency has the same 
thing. They have groups to correlate and cooperate. 

Senator Magnuson. They could do a portion of this work but not 
the whole. 

Mr. Waterman. That is right. 


SUPPORT OF BASIC RESEARCH PROGRAM 


Senator Magnuson. Let me ask one question. What line do your 
basic-research grants follow ? 

Are they pretty well diversified or have you taken a firm line on 
certain aspects of science or medical research? I think it would be 


interesting to have the record show briefly what you are doing on your 
basic-research grants. 

Mr. Waterman. We should be very glad to insert a statement on 
that in the record. 

Senator Macnuson. I do not think that we need great detail, but 
what line are they taking? 

Mr. WaterMAN. The support of basic research goes across the board 
through mathematical, physical, biological, engineering sciences, and 
medical research. The suport is roughly equal between the so-called 
physical and biological sciences. 

Senator Magnuson. ‘There is no emphasis on one or another? 

Mr. Waterman. The emphasis comes on special fields such as solar 
energy, low-temperature physics, which is another one, and current 
topics of interest to scientists. That is where our emphasis is placed. 

Senator Magnuson. What about medical ? 

Mr. Waterman. We do not go into the medical except the funda- 
mental variety, the biological sciences. 

Senator Magnuson. In your grants, is it about equal? There is no 
real emphasis placed? It is just across the board ¢ 

Mr. WatrerMAN. Yes, sir, it is. We have two summary sheets. 

(These were made part of the record at the end of the hearing and appear cn 
p. 335.) 

Senator Magnuson. Yes, I would like to have those. Are you get- 
ting the right kind of cooperation from private schools and from 
private scientific organizations as to the selection of the people? 

Mr. WarerMan. Excellent cooperation. 
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Senator Magnuson. And they are working with you people on that 
in all phases ? 

Mr. WaTerRMAN. We have a large number of consultants called in 
for special purposes, something on the order of 150, and I only recall 
2 cases Where a man said he was too busy to serve. 


SHORTAGE OF SCIENTISTS 


Senator Magnuson. Are you making progress in filling the gap 
ve lost in World War LI, by developing basic scientists? 

Mr. WATERMAN. Of course, the graduate fellowship is aimed di- 
rectly at that in supplying trained people in a short time. It might 
interest the committee to know that this is a serious situation com- 
pared to what is going on in Soviet Russia. The best way to describe 
it is to tell you that the output of young scientists and engineers in 

1954 will be only 36 percent of the number graduated in 1950, and 
this is a time when our development program has increased. We 
believe that in the production of engineers, Soviet Russia passed us 
in total number in 1952 and by 19: 54 will be graduating about twice 
the number that we are. 

Senator Magnuson. To what do you attribute that lack of interest 
in entering this ty ‘pe of work? Is it because we are not doing e nough 
to encourage it or is it because there is a general lack of interest among 
young people to go into it, or a combination ? 

Mr. Waterman. A number of people have discussed this and it is 
hard to give a short answer. I can give you a quick summary. The 
decrease of the birth rate in the de pression is responsible for something 
on the order of 5 or 6 percent; also the survey on the situation of 
engineering opportunities in 1950 led to a declaration that we had 
too many young engineers, and this was reported back to the students, 
so they did not enroll. 

That is perhaps very important. Another important factor is 
that during the war we looked hard for scientists and engineers, and 
got a lot of the scientists from the secondary schools. These were 
some of the best and, if they got good jobs, they did not go back. 
So the leadership and cream of the crop of secondary school teachers, 
seem to be missing and this, of course, would have an effect on the 
younger generation. 


DEFERMENTS OF SCIENTISTS BY CIVIL SERVICE COMMISSION 


Senator Magnuson. I want to ask one more question. 

Is the Selective Service still quite cooperative on the question of 
deferments; I mean honest, genuine deferments on scientists? 

Mr. WaterMAN. From all I can learn, and I am a member of the 
Committee on Specialized Personnel of the ODM, this is reasonably 
satisfactory. We have had no serious difficulty in deferring our 
fellows, for example. : 

Senator Magnuson. And, of course, the logic of that is your state- 
ment regarding Russia, for instance, because over there, there ap 
parently is no question about deferring them. 

In fact, it goes even further that that with special benefits and 
special encouragement. I think we have an awfully serious problem 
here. I just do not know how to solve it, but I know that you people 





334 FIRST INDEPENDENT OFFICES APPROPRIATIONS, 1954 


have been working very hard on it because the need, Mr. Chairman. 
is becoming greater and the amount of people becoming less, and w« 
have had this 5 or 6 or 7 years drought. 

Senator SaLTonsTa.y (presiding). Senator Ellender, have you any 
thing more ? 

Senator Eitenper. No, sit 


SELECTION OF FELLOWS 


Senator SavronstaLL. What group or board now helps you select 
your research students? 

Mr. Waterman. For fellowships? 

Senator Savronsrayu. Yes. 

Mr. Waterman. We have a contract with the National Academy 
of Sciences. 

Senator Savronstaut.. That is still doing it? 

Mr. WarerMan. It is still doing it for the initial selection. We 
make the final one. 

Senator Sarronsratn. They make the recommendations and from 
the recommendations a committee of your Board does the selection ? 

Mr. Waterman. The staff recommends and the entire Board 
proves the selection. 

Senator Magnuson. I want to say this, and TI think that it is some 
thing that Congress ought to be thinking about, because in estimating 
the cost in relation to the benefits, there is just no comparison. 

You had 2,977 applicants in which you awarded 569 predoctoral 
and some postdoctoral. Of that 2,977, would it be your best opinion 
that, if you had had the funds for more fellowships, you could have 
just about placed them all? Were they not all of the calibre that 
could qualify ? 

Was it not a fact that you had to be doubly selective in order to get 
down to vour 500? 

Mr. Waterman. Last year the total number of candidates that 
would be a credit to any graduate school was of the order of 1,000, 
and this year we had extremely high quality, because of the 3,298 
applicants, something of the order of 2,000 were regarded as being 
excellent, and this is reflected in the fact that we have this list of hon 
orable mentions. 

Senator Magnuson. Some of those might go on their own, but 
there are undoubtedly a great number for whom it would not be 
feasible for them to continue? 

Mr. Waterman. Yes. Of course, we have fairly complete studies 
of the finances and the rest of it. 

Senator Magnuson. But there are 1,500 people at least here who 
probably should be doing this work, and this country and the future 
of this country is losing that work? 

Senator Ertenper. What weight do you give to an applicant’s 
ability to pay his way? 

Mr. Waterman. None at all. 

Senator Etrenper. Whether he is poor or rich ? 

Mr. Waterman. We are not permitted to, by law. 

Senator Sa.tonstaty. Have you anything to add ? 

Mr. Waterman. There are just two highlights of my statement that 
I would like to emphasize to the committee. 
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CONSOLIDATION OF RESEARCH 


One, is concerned with the timing of the attitude of the administra 
tion on this consolidation. ‘This, of course, we could not present at 
the hearing of the House subcommittee. We could only present the 
Truman point of view there. So that the present administration’s 
statement, which I just stated awhile ago, about the importance as 
an economy measure of consolidating the work in the National Science 
Foundation where there is general-purpose research, I believe was not 
fully known to the House committee. It only came out in the letter 
I quoted which was dated April 7, I believe. 


TRAVEL LIMITATION 


The second is that since we are a growing organization and if this 
consolidation should take place as we think, the limitation of our 
travel is extremely serious as I said in my statement for this record. 
In order to make the studies necessary for the comprehensive plan 
which we plan to develop, in order to keep track of the grants which 
we have made and what the fellows are doing, especially too in 
order to use consultants, just as NACA spoke of, from all over the 
country to advise us on these questions, we really feel that we must 
have more travel money. We must be able to operate in such a way 
as to get the opinion of the country on the program. We have no 
branch offices and we have to do it that way. 

Senator Sarronstatn. Thank you. Every agency that has come 
before us has had something to say about travel. So we are glad to 
know that you are getting around the country too. 


The lists submitted will be made part of the record, 
(The information referred to follows :) 


National Science Foundation research grants by field of science 


Biological] and medical se 
Developmental t 
Environmental biology 
Genetic biology 
Microhiology 
Molecular biology 
Psychobiology 
Regulatory biology 
Systematic biology 

General 


Total 


Mathematical, physical, 
sciences 

Astronomy 
Chemistry 
Earth sciences 
Engineering 
Mathematics 
Physics 


Total 
General 


Total research grants throug! 
Mar. 31, 1953 


82743—53——22 
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Institutions receiving National Science Foundation research grants, by Stat 


Alabama: Tuskegee Institute 

Arizona: University of Arizona 

California: California Institute of Technology; Stanford University; Uni 
versity of California; University of Southern California 

Oolorado: University of Colorado 

Connecticut: Connecticut Agricultural Experiment Station; Yale University 

Delaware: University of Delaware 

Florida: Florida State University; University of Miami 

Georgia: Georgia Institute of Technology 

Illinois: Chicago Natural History Museum; Illinois Institute of Technology 
Northwestern University; University of Chicago; University of Illinois 

Indiana: DePauw University; Indiana University; Purdue Research Founda 
tion; Wabash College 

Iowa: State University of Iowa 

Kansas: Kansas State College of Agriculture and Applied Science; University 
of Kansas 

Kentucky: University of Louisville 

Louisiana: Louisiana State University and A. and M. College; Tulane Uni 
versity 

Maryland: Johns Hopkins University; University of Maryland 

Massachusetts: Harvard University; Massachusetts Institute of Technology ; 
Marine Biological Laboratory; Mount Holyoke College; Retina Foundation ; 
Smith College; Tufts College; Woods Hole Oceanographic Institution; Wor 
eester Foundation for Experimental Biology 

Michigan: Michigan State College; University of Michigan; Wayne University 

Minnesota: St. Olaf College; University of Minnesota 

Mississippi: Mississippi State College; University of Mississippi 

Missouri: St. Louis University; University of Missouri; Washington University 

Nebraska: University of Nebraska 

New Hampshire: Dartmouth College 

New Jersey: Princeton University 

New Mexico: University of New Mexico 

New York: Brooklyn College; Clarkson College of Technology; Columbia 
University ; Cornell University ; Mt. Sinai Hospital; College of New Rochelle 
Rensselaer Polytechnic Institute; St. John’s University; State University 
of New York 

North Carolina: Duke University; University of North Carolina 

Ohio: Antioch College; Miami University: Oberlin College; Ohio State Uni 
versity; University of Cincinnati; Western Reserve University 

Oklahoma: University ef Tulsa 

Oregon: Reed College: University of Oregon 

Pennsylvania: Academy of Natural Sciences of Philadelphia; Bryn Mawr Col 
lege; Carnegie Institute of Technology: Haverford College; Institute for 
Cancer Research; Lehigh University; Pennsylvania State College; Temple 
University: University of Pennsylvania; University of Pittsburgh 

Rhode Island: Brown University 

South Carolina: University of South Carolina 

South Dakota: South Dakota School of Mines and Technology 

Tennessee: Tennessee Agricultural and Industrial State University ; University 
of Tennessee; Vanderbilt University 

Texas: Texas Agricultural Experiment Station; Texas Agricultural and Me 
chanical Research Foundation; University of Texas 

Utah: Brigham Young University; Utah State Agricultural College; University 
of Utah. 

Vermont: University of Vermont and State Agricultural College. 

Virginia: University of Virginia: 

Washington : State College of Washington ; University of Washington 

West Virginia: West Virginia University. 

Wisconsin: University of Wisconsin. 

Wyoming: University of Wyoming. 

District of Columbia: Catholic University of America; George Washington Uni 
versity: Howard University; National Academy of Sciences; Smithsonian 
Institution. 

Hawaii: Bernice P. Bishop Museum ; University of Hawaii. 
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STATEMENTS OF DONALD C. COOK, CHAIRMAN; CLARENCE H. 
ADAMS, COMMISSIONER; MYER FELDMAN, ASSISTANT TO THE 
CHAIRMAN; ANTHON H. LUND, DIRECTOR, DIVISION OF TRADING 
AND EXCHANGES; BYRON D. WOODSIDE, DIRECTOR, DIVISION OF 
CORPORATE FINANCE; JEROME S. KATZIN, DIRECTOR, DIVISION 
OF PUBLIC UTILITIES; WILLIAM E. BECKER, DIRECTOR OF 
PERSONNEL; AND JAMES J. RIORDAN, BUDGET AND FISCAL 
OFFICER 


PREPARED STATEMENT 


Senator SatronsTaL.. We will now hear from the Securities and 
Exchange Commission, Mr. Cook. 

In accordanace with our procedure, we will put into the record at 
the start your detailed analysis of your requests, together with your 
statement. 

(The information referred to follows :) 


SECURITIES AND EXCHANGE COMMISSION, 
Washington, D. C. 
Hon. SryLes BRIDGES, 
Chairman, Committee on Appropriations, 
United States Senate, Washington, D. C 

Dear Mr. Bripces: The Director of the Bureau of the Budget recently notified 
us that the 1954 budget submitted to the Congress would be reviewed and that 
the amount provided therein for the Securities and Exchange Commission was 
to be reexamined in the light of the President's budgetary policies. 

The reexamination of the Commission’s estimates has been completed and we 
have been authorized by the Director to inform your committee that the appro 
priation of $6 million contained in the 1954 budget has been revised to $5,600,000 

I understand that your committee has requested information as to the activ 
ities and costs affected by the revision. We have prepared a brief statement 
indicating the specific changes made in the budget justifications previously fur- 
nished the committee. Fifteen copies of the statement are enclosed. 

Sincerely yours, 
DonALD C. Cook, Chairman 


EXPLANATION OF THE REVISION OF THE 1954 BupceTr ESTIMATE FROM $6,000,000 To 
$5,600,000 


It is recommended that the appropriation of $6 million proposed for the 
Securities and Exchange Commission in the 1954 budget be reduced by £400,000 
to $5,600,000. This recommendation is the result of the recent review by the 
Bureau of the Budget of the Commission’s activities and the work program 
proposed for 1954, which was made in order to reappraise the Commission’s 
financial needs for 1954 in the light of the budgetary policies of the President 

All of the activities of the Commission were reviewed. These activities are 
explained in detail in the budget justifications heretofore submitted to the 
Appropriations Committees and they were discussed at length during the hearing 
held on March 2, 1953, by the Subcommittee on Independent Offices of the 
House of Representatives. There have been no material changes in the cond 
tions explained in the justifications and discussed at the hearing 

In reviewing the activities of the Commission consideration was given to 
the fact that practically all of the work which the Commission does stems 
from specific provisions of the seven statutes it administers, and for this reason 
the Commission cannot eliminate any of its major functions which occupy the 
greater portion of time of its employees; nor can the Commission control the 
volume of incoming work which originates through the operation of these 
statutes. 
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The severe reductions in the Commission's staff in recelit years have required 
that all of the activities of the Commission be curtailed, some of them to a 
dangerous degree. For example, only the most essential functions in connection 
With the public disclosure of information concerning issues of securities to be 
sold to the public can be performed. Even with this limitation on the work 
it is necessarily performed at a rate which has caused delays in time schedules 
of Companies proposing to market securities, solicit proxies, or otherwise engage 
in business transactions which are subject to the provisions of the Statutes 
Inability to meet such time schedules. without compromising the public interest 
and without endangering Standards of disclosure is a source of irritation a; d 
unnecessary expense and delay to industry. 

The surveillance of trading in the securities markets has been curtailed from 
a weekly review of about 8.000 stocks to a biweekly review of about 3,000 and 
i monthly review of another 4,000, 

It is necessary to confine investigations of apparent violations of the Securities 
laws involving fraud in the sale of securities to the Public to cases where th: 
violations are apparent and are of a serious nature, The Commission does not 
now have the facilities to undertake cases that require extensive investigatio, 
and the resultant continuous use of manpower on a particular case, 

The number of broker-dealer inspections which can be made is continually 
decreasing, thereby lessening the efforts toward the prevention of fraud. 

These and other facts, such as the probable further increase in the workload 
coming to the Commission in fiscal 1954, make it inadvisable to recommend a 
reduction in the Original budget estimate in excess of $400,000. The revised 
estimate would provide personnel for 1954 below the 1952 level. In 1952 
the average employment was 929.6 #s compared with an average of 868.2 now 
proposed for 1954. 

The table appearing on the next page indicates, by divisions and offices, the 
original 1954 request ; the reductions under the original request; the revised 
request ; the 1953 allotments; and a comparison of the revised estimate for 1954 
with the 1953 allotments, 
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The functions and work of each of the divisions and offices shown in the 
preceding table are explained in detail in the original budget justifications ar 
much data are supplied as to workload, costs, personnel assignments, and 
proposed additional personnel and other facilities originally requested for 
1954 Inasmuch as the revisions proposed apply only to the increases involvec 
for 1954, it would appear necessary, for the purpose of this submission, only t« 
explain the revisions made in the estimates for each activity 


DIVISION OF CORPORATION FINANCI 


The original estimate provided 139 positions for the 12 examining groups 
this Division, which is 36 more than the 1953 position allotment of 103 for thes 
groups. The revised estimate provides for 117 positions for fiscal 1954, or an 
increase of 14 positions over the 10955 level, 

In fiscal 1952 there were 117.1 man-years devoted to this work. The revised 
1954 estimate would permit employment at the 1952 level. A revised descriptior 
of the additional positions now proposed for the 12 examining groups is as 
follows: 


ba wiae 
| 
| 


$7. 040 | 
7. 040 
| 940 
li 


The original estimate provided for seven additional positions at an annual cost 
of $42,870 for assignment to work under the Investment Company Act. Becau 
of the tremendous growth of these companies in the last 10 years and the sul 
stantial investor interest involved, no adjustment is recommended for this 
activity. The work proposed to be undertaken in fiscal 1954 is explained o 
pages 16 to 26 of the original justifications. 


DIVISION OF TRADING AND EXCHANGES 


Che difference between the additional positions requested in the original esti 
mate for each branch of the Division of Trading and Exchanges and those con 
tained in the revised estimate is shown in the following table 


Origins | > 
Branch ‘ she - | Reductions 


Branch of Enforcement ar 
Branch of Over-the-Counter 
Branch of Trading Pract 
Branch of Industry and Fina 


Total 


The reduction of 4 positions in the Branch of Enforcement and Interpretation 
and 2 positions in the Branch of the Over-the-Counter Markets is made because 
of the reduction of the number of field securities investigators and broker-dealer 
inspectors provided for in the revised estimate. 

The reduction of two positions in the Branch of Trading Practices and Ex- 
change Markets, which were intended for the surveillance of trading on se- 
curities markets, is a part of the overall reduction of $400,000. 

Three of the 8 positions originally proposed for the Branch of Industry and 
Financial Analysis were for the studies of certain phases of stock markets and 
capital markets, which are explained on pages 54 to 57 of the original justifica- 
tions. While these studies should be made as promptly as possible to keep the 
Commission informed as to the changes and new developments which have oc- 
curred in these markets in recent years, it is felt that there is more urgent need 
for personnel for other operational activities of the Commission and because of 
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this need, the 8 additional po 

eliminated from the revised estir 
The Securities and Exchang 

have been designated by the Bureay 

tinuing series of current busines 

program. Under the same prog 

the SEC to collaborate with the 


statistics on t and 


ler 
Lal 
ie 


I 
requested in the origin: 
the present situation with 
these five positions have been elin 
The description of the nine additional 


Trading and Exchanges in the revised es 


DIVISION OF ADMINISTRATIVE MANA 


The justification of the original estimate indicated that Docket, 

Files Section of the Division of Administrative Management was about 2 
years in arrears in filing and servicing the many documents required to be 
with the Commission by corporations subject to its jurisdiction, and tl 
lack of personnel in the Section to care for the incoming work, and the inade« 
messenger staff have caused loss of time of the professional staff of the op 
divisions. 

In the original estimate it was proposed to add 28 additional positions in tl 
Docket, Mail, and Files Section and 2 new positions in the Public Reference 
Section. The revised estimate would provide 18 new positions in the Docket 
Mail, and Files Section. While the conditions described in the original 
fications and discussed at the March 2 hearing still exist, the number of addition 
positions requested for these divisions have been reduced from 30 to 18 as ay} 
of the overall reduction in the original estimate. 


REGIONAL OFFICES 


A total of 44 additional positions were requested in the original est 
for the regional offices as compared with 20 additional positions provided 
the revised estimate. The difference between the additional positions 
original and the revised estimate, by functions, is as follows: 


Broker-dealer inspection 
Securities investigations 
Clerical 


Total 
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The work of the regional offices is explained on pages 123 to 134 of the o1 
budget submission and the data supplied in the justification of the origi: 
estimate apply in a greater degree to the revised estimate. The elimination 
24 of the 44 additional positions originally requested for the regional offices 
a part of the overall reduction in the budget estimate 

The description of the 20 additional positions retained in the revised estim: 
is as follows: 


above-described additional 


OTHER OBLIGATIONS 


The original estimate provided a total of $437,080 for ‘‘ Other 
compared with $358,330 provided in the revised estimate The 
$78,750 were made in the following 4 items: 


Original 
estimat 


$156, 250 
SH, OOD 
66, 745 
16, 000 


The estimates for travel expenses, the purchase of supplies, and the purchase 
of equipment were changed to conform these items to the revised estimate. 

Funds were requested in the original estimate under the “Printing” category 
to print 4 volumes of the Commission’s decisions in 1954 at a cost of $14,000 per 
volume and a total cost of $56,000. This printing cost has been eliminated from 
the revised estimate. 


STATEMENT OF CHAIRMAN DONALD C, CooK 


Mr. Chairman and members of the committee, my name is Donald C. Cook. I 
am chairman of the Securities and Exchange Commission. I appreciate this 
opportunity to appear before the committee today with respect to our proposed 
appropriation for the 1954 fiscal year. 

The gentlemen with me are Anthon H,. Lund, Director of the Division of 
Trading and Exchanges; Byron D. Woodside, Director of the Division of Cor- 
poration Finance; Jerome 8S. Katzin, Director of the Division of Public Utilities ; 
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Myer Feldman, my assistant; William E. Becker, Dire« 
James J. Riordan, Budget Officer 

As you know, the present administration reviewed the budget estimate of 
$6 million originally submitted to the Congress and recommended en appropria 
tion of $5,600,000 for the salaries and expenses of the Securities and Exchange 
Commission for fiscal 1954. The independent offices appropriation bill, as passed 
by the House of Representatives, provides for $5,245,080, which is $354,920 below 
the revised estimate. 

We urge that $354,920 be restored to the proposed appropriation so as to increase 
it to $5,600,000, as recommended by the Budget Bureau 

The report of the House Appropriations Committee states that 

“The committee feels that the duties of this activity should not 
substantially during the fiscal year 1954, and that increased efficiency, ir 
a lower turnover in personnel, should enable it to keep abreast of its work during 
the next fiscal year.” 

We do not disagree with the statement that our efficiency should increase in 
1954, and that there will be lower turnover in personnel, if the amount recom 
mended by the committee is finally approved by Congress. During the current 
fiscal year, because of another reduction in our appropriation, we were forced 
to make two staff reductions: we have encouraged employees to leave us: and 
we have filled practically no vacancies. The removal of these conditions no 
doubt will result in a lower turnover in personnel which, in turn, should 
strengthen the morale of the commission employees and increase efficiency 
However, we are unable to agree fully with the statement that our workload 
should not increase substantially in 1954 In a moment, I will mention the 
areas where we expect it to increase. 

The increase is based, among other things, upon, first, the fact that the 
reduction made in the appropriation for the current year, on top of the repeated 
reductions of prior years’ appropriations, has made it necessary to further 
limit our activities, which have been increasingly curtailed each year for the 
past several years, to the point where our coverage is inadequate in performing 
most of our basie functions, and substantial backlogs of uncompleted work 
have accumulated; second, the greater workload which will face the Commis- 
sion in fiscal 1954 because of the probable increase in transactions in the financial 
markets over which the Commission has supervision; third, the tremendous 
growth of investment companies with a corresponding increase in investors’ 
interest in these companies; and, fourth, the opening of American markets to 
Canadian offerings due to a recent treaty with Canada we have just negotiated 

In addition, we will enter the new fiscal year with the disadvantage of carrying 
over substantial backlogs of work which we have been unable to complete because 
of the lack of personnel. 

By the way of background, it might be well to repeat briefly a few facts about 
these appropriations which were mentioned when we appeared before this com- 
mittee last April on the 1953 appropriation. 

We then stated that in 1941, when our overall workload was no greater than 
it is today, we had a staff of over 1,700 employees and because of limited appro- 
priations since then the staff had been reduced to the point where we then had 
only 892 employees. The appropriation for the current fiscal year was again 
reduced by approximately 10 percent, necessitating a further reduction in force 
of 108 additional employees. Today we have 784 employees on the rolls. This 
loss of 108 employees has occurred at a time when our incoming work continues 
to be at a very high level. 

One other point I should mention, which I believe I covered last year, is the 
fact that the volume of work we perform is governed largely by the level and 
character of business activity. We have little control over the flow of incoming 
work. We cannot eliminate our functions under the seven laws we admin- 
ister; we must endeavor to perform them with whatever funds are appropriated 
to us. 

We have submitted to the committee written justifications of the proposed 
estimate of $6,000,000 and later we submitted a statement showing where the 
revisions were made to reduce the estimate to $5,600,000. Representatives of the 
Commission testified with respect to this appropriation before the Subcommittee 
on Independent Offices of the House of Representatives on March 2, 1953. This 
testimony has been printed and I suppose that members of the committee have 
copies available. Much detailed information as to our work, personnel, and 
costs is given in the justifications 





346 FIRST INDEPENDENT OFFICES APPROPRIATIONS, 1954 


Perhaps it would be well if I briefly outline some of the reasons we need n 
help in the regional offices and divisions for which increases are sought for 1954 
It might be helpful in following my remarks if you will turn to the table 
pages 524 and 525 of the hearings hefore the House subcommittee. That table 
shows in column 1 the name of the division or office: in column 2 the distribut 
of the original 1954 request of $6 million is given; the reductions under ft 
original request are indicated in column 3: column 4 shows the revised reque 
in column 5 we list the allotments for the current fiscal vear; and in column 
the increases covered by the revised estimate of $5,600,000 are shown. You w 


notice that the total of column 6 is $354,920, which is the sum we are as} 
to be restored. I will address my remarks to the figures shown in column 6 


DIVISION OF CORPORATION FINANCE 


The first item is for the Division of Corporation Finance for which we see! 
14 more positions for the examining sections of this division and 7 positions f 
work under the Investment Company Act. 

We maintain 12 sections which have the responsibility of making an analys 
of registration statements and prospectuses covering offerings of securities for 
public sale, periodic reports keeping up to date the information contained in the 
original registration statements, proxy statements, and financial reports of cor 
panies whose securities are listed on stock exchanges. These sections are a 
assigned work in connection with the regulation of investment companies 

Approximately 53 percent of work coming to this Division must be acted up 
and cleared within relatively short time limits prescribed by the statutes. Regi 
tration statements, proxy materials, annual financial reports, ete., are required 
by law to be filed with the Commission. We do not control the volume of th 
work. It comes to us by law Under present conditions, most of the time ot 
this staff is spent on time-limit work. Because of the suecessive reductions 
our staff the remaining work, such as the examination of periodic reports, ani 
investment company filings, must be deferred. As a consequence, the Division 
about 2 years in arrears in the processing of this material. 

The fact we are unable to care for non-time-limit work with reasonabl 
promptness creates a serious hazard for the investing public. Based upon ow 
past experience it is probable that in this accumulated backlog are some serious 
violations of the securities laws that might result in substantial losses t 
investors. 

During the last fiscal vear there were 685 registration statements filed wit! 
the Commission under the Securities Act. The securities effectively registere: 
during the year amounted to $9.5 billion. This is the greatest number of regis 
tration statements filed and the largest amount of securities registered in an) 
1 year since the Commission was created. 

For the current fiseal year we have 108 positions allocated to the 12 examinir 
sections of the Division of Corporation Finance. Our revised estimate would 
provide 117 positions, an increase of 14. 

This Division also performs work in connection with the regulation of invest 
ment companies. These companies have grown tremendously since the Invest 
ment Company Act was enacted in 1940. The assets of investment companies 
of all types registered under the act has increased from approximately $214 billior 
as of June 30, 1951, to approximately $6.8 billion as of June 30, 1952. There 
has been a corresponding increase in the number of investors in these cor 
panies. This growth has made it clear that we should be in a position te 
vigilantly enforce the provisions of the act regulating the activities of thes 
companies. The basic purposes of the act are to insure investors in the con 
panies that their managements would conform to fiduciary standards, that thei: 
investment policies would be clearly defined so that the investor would know 
exactly how his funds would be employed and that he receives adequate 
information as to the company’s affairs. 

Unfortunately, during the period of the rapid growth of these companies, the 
Commission had to progressively decrease its staff and curtail activities in the 
regulation of investment companies. 

We have requested funds in the revised budget estimate to add seven positions 
in the Division of Corporation Finance for work under this act. 


DIVISION OF TRADING AND EXCHANGES 


The next item concerns the work of the Division of Trading and Exchanges, 
for which we have requested 9 additional positions—38 for the Branch of Enforce 
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ment, 3 for the Branch of Over-the-Counter Markets, and 3 for the 
lrading Practices and Exchange Markets. 
| mentioned earlier that the new t 
enforcement work. Since March 1, ; 
26 formal registration appl 
ell Canadian securities in the 1 
requests for application forms 
the registration requirements 
umber of Canadian broker-de 
hat there will be in the neighbor 


which probably half will require the institutio 
compares with the institution of only 2 such pré 

The processing of these applications will take co 
of the Division of Tradin 
nvestizations. 

A recent survey shows that 90 percent of the applic: is received so far 
from dealers who have, in the past, violated State securities laws and are 
ject to State injunctions. Some are under secret indictment In addit 
majority of them appear to have violated the Securit ct of 1933, but 
cases have not been adequately developed because of our prior lack of jurisdict 
and shortage of investigators. The facts now w have to be developed to det 
mine whether it is necessary in the public interest to deny registration 

Most of the securities sold by the Canadian dealers involve oil and mining vy 


g and Exchanges, and most 


tures. In most of the cases we will have to obtain testimony from expert wi 
nesses who are familiar with Canadian mines and oilfields, as well as invest 
in various parts of the United States 

This is an illustration of the additional work we will have to do in the branch 
of enforcement and the branch of the over-the-counter markets 

The three positions we are requesting for the branch of Trading Practices are 
to increase our surveillance of trading on stock exchanges and in the over-the 
counter markets to detect manipulation of prices and other illegal practices 
Due to personnel shortage, we have had to reduce our coverage of this tradir 
from a weekly review of about 8,000 stocks to a biweekly review of about 3,000 
and a monthly review of another 4,000 

In this period of constant change and uncertainty, including substanti 
changes in the money markets, it is of the utmost importance that our surve 
lance of the markets be intensified in order to minimize deceptive and fraudulent 
practices. 

The addition of these three positions would permit a weekly coverage of 3,000 
stocks traded on exchanges and 4,000 securities traded in the over-the-counter 
markets. Another 1,000 stocks would be covered on a monthly basis. 


DIVISION OF ADMINISTRATIVE SERVICES 


The next increase is for the Docket, Mail, and Files Section of the Division 
of Administrative Management. We seeks funds to employ 18 clerks to service 
our docket files. It is essential to the orderly functioning of the Commission's 
organization that all documentary material, statutory filings, investigative mate 
rial, and other communications, be promptly identified, recorded, indexed, and 
filed, so that the material is made available to the staffs of the operating divisions 
without delay and to the investing public. 

The lack of clerical help in this section is causing much loss of time by the 
professional staffs of the operating divisions, particularly the Division of Cor 
poration Finance, where most of the documents must be cleared within short 
time limits. In many instances the examiners have to go to the Docket Section 
to locate material, to have it indexed and recorded and filed, so that the examina 
tion will not be delayed. The present situation is unsatisfactory and uneconom 
ical, and interferes seriously with the orderly and timely conduct of the Com 
mission’s work, 

REGIONAL OFFICES 


We are also seeking restoration of funds for the regional offices, to add 20 po- 
sitions, of which 8 are for broker-dealer inspections, 8 for securities investiga 
tions, and 4 are clerical positions. 
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BROKER-DEALER INSPECTIONS 


The inspection of the accounts and records of broker-dealer firms is one of | 
principal means of detecting violations of the securities laws and is an import 
method by which investor protection is achieved. For the current fiscal ye 
we have only 42 broker-dealer inspectors assigned to the 10 regional offic« 
However, these inspectors repeatedly have to be taken off of inspection w 
and assigned to the fraud investigations which require immediate attention ar 
for which no securities investigator is available. The need to assign these 
spectors to investigation work has been increasing from year to year as 
investigative staff declines. Last year we were able to complete only 827 
spections and for the first 9 months of the current year, July 1, 1952, to Mar 
$1, 19538, only 412 inspections were completed. There are approximately 4,00 
broker-dealer firms registered with the Commission and as a minimum we beli« 
we should be equipped to make 1,000 inspections each year. 


SECURITIES INVESTIGATIONS 


I have mentioned we are also requesting funds to provide for 8 more 
curities investigators for 1954. For the current fiscal year we have 59 invest 
gators. With the small staff available we can only undertake investigatio1 
which involve the most serious violations and which do not involve the staff 
far-reaching and extensive investigations. This is an important area where w 
have to greatly limit our coverage. 

Every year we receive thousands of letters of complaints regarding possib 
violation of the securities laws. The number of these complaints has been 
creasing each year coincident with the decline in our staff, In 1948, there we 
received 5,921 such letters; in fiscal 1949, there were 7,048 letters received: 
fiscal 1950, we received 9,335 letters; in fiscal 1951, we received 10,100; and 
the fiscal year 1952, we received 12,818 letters of complaint. We noted ea: 
one of these complaints, but as I have previously stated we were able to concer! 
ourselves only with those which appeared to involve the most serious violatior 

We believe the addition of eight more investigators is justified even under 
the present budgetary stringencies, 


TRAVEL LIMITATION 


The bill as passed by the House contains a limitation of $104,170 on the amount 
which can be expended by the Commission for travel expenses. We are request 
ing that the committee increase this limitation to $150,000, in view of the fact 
that travel is basic to broker-dealer inspections, the investigation of fraud i: 
the sale of securities, court appearances in connection with our work unde1 
chapter X of the Bankruptcy Act and many other activities of the Commission 
Our field staff is divided into 10 regions with the regional office located in 
central city within the region. As we have only a small field staff to cover 
the entire country, a low limitation on travel expenses in our particular case 
proves to be uneconomical and does not permit the full use of available personn¢ 


PROPOSED AMENDMENTS TO THE INDEPENDENT OFFICES APPROPRIATION BILL FOR 1954 

I have a statement of the specific amendments to the bill that we are proposing 
I would like to leave copies of this statement with the committee. It has bee: 
prepared in the form we have followed in previous years at the request of th 
committee. 


PROPOSED CHANGES IN THE INDEPENDENT OFFICES APPROPRIATION BILL AS REPORTED 
ro THE HOUSE OF REPRESENTATIVES 


SECURITIES AND EXCHANGE COMMISSION 
SALARIES AND EXPENSES 
(Revised estimate, $5,600,000: act, $5,245,080) 


(House hearings, pt. 3, p. 511) 


(1) Page 31, line 6, strike out “$5,245,080” and insert in lieu thereof 
“$5,600,000.” 
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For the salaries and expens 

ended an appropriation of 
priation and $754,920 less thar 
the duties of this activity should no 
1954, and that increased efficien 
should enable it to keep abreast of its 


REVISED ESTIMATI 


Senator Sauronstratu. Now, the 1953 budget 
Truman budget was $6 million. 7 
000 and the House gave you the 
$5.245,080, 

Your average number of employees 
budget asked for 938, and the Eisenhower budget 

I believe that your commission administe) 
1933, the Securities Exchange Act of 1934, t 
Company Act of 1935, the Trust Indenture 
ment Company Act of 1940, Investment Ac 
certain other provisions of chapter X of the Bankrupt 

You stated to the House that last year you made 52 
found 1,080 different violations of law or importan 
lations. 

Are you satisfied with what the House gave | th 
amount last year and which would presumably place your emp 
at approximately 800 instead of 868 as the Eisenhower revised bi 
permits you? 

STATEMENT OF COMMISSION CHAIRMAN 


Mr. Cook. Senator, if I may, I would like to just make a very brief 
preliminary statement before I answer that question, so that my 
answer will not be misunderstood. 

As you know, I am a Truman appointee and I resigned from the 
Commission some months ago. I have been waiting actually to leave 
until such time as my successor has been appointed and qualified. 
Hence, I believe that when I discuss the budget of the Commission, 
this committee can regard what I say as being given to it in the ut 
most of sincerity. I will not be at the Commission when the funds 
which are to be appropriated by this bill are spent and in what I 
say there is and can be no motivation of either perso! il or agency 
aggrandizement. 

If in the past it has not been possible for some of us to look at our 
agencies with a clear and open eye, I think that I can look at this one 
now in about as cold-blooded a fashion as it is possible for anyone to 
look at anything. 

In what I say I want to make it very clear that in no way do I wish 
to quarrel with the administration. In no way do I seek to disagree 
with the President and his budgetary policies. I believe, however, 
that so long as I am the Chairman of the Commission, I should answet 
questions as fully and as frankly and honestly as I can, and that | 
propose to do this morning. 





INDEPENDENT OFFICES APPROPRIATIONS, 1954 


ink that the President is try) r to do the very finest jo ae 


nov to do and can do under all the applicable circumsta 
limitatiol that those of us who } have served in the Governn 
» fully aware of. 


TOTAL EMPLOYEES 


The Securitie and Exchange ( ommission over the year , Sel 
in my judgment, has been bled white. In 1941 the (¢ ommission 
a total of approximately 1,700 employees. It was in excess of 1 
as a matter of fact. We have today 784 employee That repre 
a reduction of 916 employees, or approximately 53 percent. 

You will recall from having read the list of the statutes which 
Commission administers that every statute which is subject to « 
jurisdiction was passed prior to that date, the most recent ones being 
the Investment Company Act of 1940 and the Investment Advis 
Act of 1940. 

It is therefore apparent, it seems to me, that the amount of wor 
which the Commission has to do has not decreased, because its juris 
diction today has remained the same as it was before. 

There are some exceptions to that. There has been some declin 
of work in the public utilities division which has been offset to a s 
stantial extent by an increase in the work in the other divisions. 

Now, I think if this process continues, the effect is simply goi! 
to be to make it impossible to carry out the intention of Congre 
when it passed the statutes for the protection of the public. I thin! 
that if the appropriations of the Commission are not in the future 
substantially increased, that the public interest of this country, as it 
is reflected in the interests of investors primarily, is going to be se 
riously prejudiced. 

We thought that the amount allocated to this Commission in the 
Truman budget of $6 million would at least enable the Commissio1 
to make a substantial inroad on the accumulated work which it ha 
to do. 

BACKLOG 


It may come as somewhat of a shock to you to learn that we have 
in our agency thousands of unfiled pieces of correspondence. We are 
dealing with important matters in our Commission. We are dealing 
with very, very important financial transactions, the magnitude of 
which runs into the millions and indeed billions of dollars a year. 

I think that when an agency has been reduced to a point where it 
is not even able to keep its files current, that the time has really come 
when those who are in charge of determining what appropri: ition 
shall be granted to that agency should give it very serious recon 
sideration. 

Now, I have mentioned only one portion of the difficulty, and I 
could go through the Commission division by division and acqui Lint 
this committee with the serious backlog of work which exists in each. 
In short, I think that the original request which was granted by the 
Bureau of the Budget was a reasonable one. 

I do not know what the thinking of the Bureau of the Budget wa 
but. it seems to me that at a time when there is such a drive for eco 
omy as now, and may I say that I agree with it 100 percent, Senator, 
that when during such a time the Bureau of the Budget authorizes an 
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nerease for an agency of some $354,009 over its last vear’s appropria 


tion, Which was what the Bureau of the Budget did under the E 
ower administration after the Truman budget w recon 


think that should vive some iclea to the com ttee of the se riot 


- PLLST IE 


of the situation at the Commission, because during this economy drive, 


here was an agency which was selected as one which, in order to effe« 
tuate the public interest, shoud have a larger appropriation than it 
had in the preceding year, 

Now, that may be a long answer to your question, Senator, but 
[ think unless I gave it to you in that form, that the committee would 
not fully understand why one can say in all honesty and sincerity that 
this agency is going to be seriously hampered if it will have only the 
funds which have been alloted to it DY the House committee. 


SALARIES AND EXPENSES 


Senator SatTonsTatL. Mr. Cook, you asked for 3 amendments. The 
first amendment. is to have raised the amount for the salaries of your 
employees from $5,245,000 to $5,600,000. , 

How many more employees would that give you? 

Mr. Cook. That would give us a total of 61 employees, Senator. 

Senator SALTONSTALL, Sixty-one? 

Mr. Cook. Yes, sir. 

TRAVEL ALLOWANCE 


Senator SAuronstrautL. Then you ask for an increase in your travel 
of from $104,000 to $150,000% — ; 

Mr. Cook. Yes. 

Senator SaLTonstaLL. Why do you need that additional travel ? 

Mr. Coox. Under the Securities Exchange Act of 1934 one of the 
functions of the Commission is to regulate the brokers and dealers in 
the United States, of which, as you know, that there are several thou 
sand, and of which at least a thousand are not members of the Na 
tional Association of Security Dealers. The Commission makes peri 
odie inspections of the broker-dealers and, as you indicated at the 
outset, we find many violations of law as a result of the inspections. 
We feel that we simply have to, if it is at all possible, increase the 
number of these inspections, and it is impossible to do it without 
having our employees travel. 

We are not an agency which runs around to conventions. That 
travel money, Senator, is in very large part for the purpose of enabling 
our employees in our 10 regional offices to go about the country in their 
10 regions to make examinations of brokers and dealers. 


PURCHASE OF NEWSPAPERS AND PERIODICALS 


Senator SauronsTaLL. Now, your third amendment, from $500 to 
$1,350 is for advertisements in the newspapers / 

Mr. Coox. No, sir. It is for the purchase of newspapers, and | 
would like to make it clear why we feel very strongly about that also. 
We try to follow in the Commission all of the securities listed on the 
various exchanges, as well as the major securities traded in the over 
the-counter markets, in order to determine whether there has been 
any manipulation of the prices. 


32743—53- 23 





FIRST INDEPENDENT OFFICES APPROPRIATIONS, 1954 


Just as a sidelight, I might say that one-eighth of a point cifl 
in the price of the securities traded on the New York Stock Exch 
last year would amount to in excess of $70 million. 

In order to determine whether pw has been any manipulation « 
these prices, we obviously have to have the prices and the volum« 
ve had our own people collect that information it would cost wi 
thousands of dollars. We get it by subseribing to sucl 
publications as the Commercial and Financial Chronicle, Barron 
Analyst, and the Wall Street Journal. The bulk of our expendit 
are for that type of paper bought for that purpose. 

Senator Sauronstaty. Then to go back to your big request of ( 
employees, last year you had an average of SOT employees and t] 
Eisenhower budget will permit you 868. | assume that that figure « 
61 is based on an addition to the last year’s figure of SOT, is that righ 

Mr. Coox. Yes, sir. 

Senator SALTONSTALL. So you would figure if you had the \ 
budget as last year, which is what the House gives you, you wo 
have iccleale number of e mployees you had last year 

Mr. Cook. That is right. 

Senator SavronsTatL. And you believed this year with incre 
activity on the money market that there will be a considerable incre 
in activity for your Commisison ? 

Mr. Coox. We do. 

Senator SavrronsTauty, That is the basis of your argument, 
not / 


! finan 


CASE CITED 


Mr. Cook. There are two cases, Senator. The first one is that t! 
(C‘ommission has a staggering backlog of work. | might vive tl 
committee just an example which I learned this morning just befor 
coming over here. There is a company, the same of which IL will 
mention, whose securities are listed on the New York Stock Exchange: 
It files, as it must under the Securities Exchange Act, an annual repor: 
with the Commission each year. 

That report goes to our division of corporation finance where, 
the division were adequately staffed, it would be examined and 
anything was found to be deficient in the annual report, amendment 
would be requested. 

I understand that the annual reports of that company, and indee 
miatiy hundreds of others. have been examined for a period of tw 
vears or more. We learned this morning for the first time that thi 
accountant who certified to the financial statements of this compar 
have had material qualifications in the certificates which they gav: 
ind that the qualifications in the last year have been so serious that v 
have been advised by the stock exchange that unl ss we propose 
do something about it, the y propose to do something about it 

Now, if there is a qualification in the accountant’s certificate. Se 
tor, it means that the financial statements in the opinion of ag au 
countants have not been properly prepared. I do not know as yet 
what the qualification is but it could affect either the balance sheet o1 
income statement. 

If the balance sheet, presumably the financial condition is erron 
ously stated: if the income statement, presumably the income is ov 





FIRST INDEPENDENT 1FFICES APPROPI 


tated: and in either case, prospective 1\ 
ties over the last two years may have been 
other, and. if this | ' erjious as represent 
materially mislead 

So, number one, it is because of that 
we have not been able to do and w 
done is going to prejudice the public interest, an 
of what we feel is going to be an even greate! 
future, 

Senator SALTONSTALI 


questions M4 


SPECULATIVE MINING 


Senator Magnuson. I ant to ask one question which 
much to do with the appropriation. Out im my country for the } 
several years, | have had rime ros compla nit from small compan 
engaged in speculative mining operations. ‘The complaints have neve: 
been directed avainst the judgment of the commission or the action of 
the commission but mainly against the fact that the cost of qualifying 
ina purely speculative mining venture, and sometimes the denial, of 
course, too, has been overburdensome, and that they have always sug 
vested, “Why not have a separate procedure to treat a very small cor 
poration, maybe even a partnership quoting bonds, a separate pro 
cedure for this peculiar type of financing that is involved in small mi 
Ing Operations. 

Out in our country, they are mainly small operations, that is, the 
hew Ones. The large Ones are already established. 

I am wondering if the commission has given any consideration 
to that so that it might be more easily done or there might be some 
relaxation as to some of the criteria necessary to qualify in these 
cases / I do not propose to say whether o1 not the compla nts are 
legitimate or not, but nevertheless, they constantly recur. 

Mr. Coox. First, Senator, the Commission does not, never has, and 
so far as those of us who are there are concerned, never will pass upot 
the merits of any securities. It is only necessary, before selling any 
securities, as we put it colloquially, to tell the truth about it. 

Senator M AGNUSON, Some of these prospec tors are like fisherme! 9 
you know. 

Mr. Coox. That may be one reason why you have the complaint 

Senator Magnuson. Nevertheless, they exist and ] suppose they 
have been the backbone of what we have done in mining all over th: 
country. 

Mr, Coox. I think that that may be true. I think in a real ser 
there may be a conflict bet ween. on the one hand, the interests of pros 
pective investors who are entitled to have the real facts before they 
should in fairness be called upon to turn over their money to a selle 
of securities, and, on the other hand, the kind of, if I may use one of 
your own words, fishermen-like activity that promoters of enterprise 
and particularly enterprises in the natural resource field, seem to like 
to engage 1n. 

Now, it may well be that many enterprises in the inception, if 


e 


the facts were told about them, would have some difficulty in raising 
capital, but 1 think that for every enterprise in that category ther 
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are untold thousands of enterprises which would in effect be dissipat 
ing the capital resources of the country if the lid were taken off and 
they were able to sell worthless paper promiscuously. 


SIMPLIFICATION IN REGISTRATION REQUIREMENTS 


Senator Magnuson. I was going to say that none of us advocate 
that. What I am concerned with would be some kind of simplifie ation 
of qualification in this case. 

Mr. Coox. Yes; I will try to answer that in three ways. First of all, 
as to the cost, we have found in studies of costs of registration over th« 
whole history of the Commission that by far the greatest cost in cor 
nection with the sale of securities is the Commission paid to under 
writers or salesmen, and that the costs of registering applicable to the 
SEC are very, very small and in many cases literally insignificant. 
That fact is not generally appreciated. 

Senator Macnvuson. I just want to say that by that you mean the 
costs of floating percentagewise, that the Commission costs are very 
small. 

Mr. Cook. Yes, sir. As the enterprises become more speculative 
and as the enterprises become smaller, those costs go up in a very great 
progression, and I think an analysis of the small mining situations will 
show that those are by far the greatest costs 

Secondly, we have tried in every way we can to simplify our regis 
tration requirements and we have done so and we are constantly 
doing it. We have tried to steer a kind of middle ground between 
what we conceive to be the interests of the investor on the one hand 
and the real desirability of having simplified procedures and avoiding 
red tape on the other. 

Thirdly, we have exempted from the necessity for formal regis 
tration small issues of less than $300,000. 

I know that the Commission would be very glad to take another 
look at the specific thing that you referred to, and I will undertake on 
behalf of the Commission to do so. I am not very sanguine that there 
is very much we can do, but we will have another look at it. 

Senator Magnuson. I appreciate it and I will undertake to have 
some of these mining exchanges, where they can, correlate some of 
these suggestions, and I will undertake to see that that gets down there. 

Mr. Coox. Thank you very much. We would like to have those 
suggestions, Senator. 

Senator Exienper. How much will you have to reduce your force 
in order to take care of ingrade promotions? 

Mr. Cook. I think we can probably take care of that without a re 
duction in force. 

Senator EL.Ltenper. Where will you get it from? 

Mr. Coox. We have at the present time 785 employees, and I believe 
that under the House appropriation we would be able to carry 807 
employees, and there is a differential there of about 22, so that those 
funds presumably could be used for ingrade promotions. 

Senator Eutenver. I understand that the House is allowing you 
the same as you had last year. 

Mr. Coox. That is true. 

Senator Exitenper. You did not have your full employment last 
year? 
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Mr. Cook. No; in order to stay within our budget, it was ne 
when we had separations of individuals that we not fill those pla 

Senator Ettenper. That is all. 

Senator SarronsraLu. Thank you, sir. 

The committee will take up before recessing for lunch the Smith 
sonian, the National Gallery, and the Tax Court. Then the c 
mittee will reconvene at 2 o’clock with the Tariff Commission and the 
War Claims Commission. 


SMITHSONIAN INSTITUTION 


STATEMENTS OF DR. LEONARD CARMICHAEL, SECRETARY; J. E 


GRAF, ASSISTANT SECRETARY; AND J. L. KEDDY, ASSISTANT 
SECRETARY 


REVISED ESTIMATI 


Senator Sarronsrati. The committee will take up now the Smith- 
sonian Institution. Dr. Carmichael, will you come forward ¢ 

Dr. Carmichael, might I present to you Senator Ellender and 
Senator Magnuson. Senators, this is the new Secretary of the Smith 
sonian who was the distinguished president of one of our colleges in 
Massachusetts. 

Dr. Carmichael, the appropriation in 1953 was $2,419,500. The 
original budget called for $3,525,000, the revised budget for $3 million 
and the House cut it to $2,897,500, a cut of $102,500. 

Now, in accordance with our custom, we will put in your state 
ment, Dr. Carmichael, and your justification. Then the Chair will 


ask you to discuss the House appropriation. 
(The information referred to follows:) 


Marcu 19, 1953 
Hon. LEVERETT SALTONSTALL, 
Chairman, Subcommittee on Independent Offices, 
Senate Appropriations Committee, Washington 25, D.C 

My Dear SENATOR SALTONSTALL: Please be advised that this office is in receipt 
of a letter from the Bureau of the Budget, dated March 13, 1953, notifying us 
that after rehearing the 1954 budget estimates of the Smithsonian Institution, 
the estimates have been reduced as follows: 


Salaries and expenses, Smithsonian Institution: 
Amount in 1954 budget__--- seine ehibdow ‘ $3, 525, 000 
Revised amount____.--..--~~--. ae aad = 3, 000, 000 
II occiaiset saat vessel ; e 525, 000 
Sincerely yours, 
LEONARD CARMICHAEL, Secretary 
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SMITHSONIAN INSTITUTION, Revisep BupGet 1954 


Inalysis by activities 


Amount i 
1954 bud 


1. Management 

) Operation of 
U. 8. National Museum 97 ; 27. 063 
Bureau of American Ethnology 50, 120 0, 120 
Astrophysical Observatory 113, 042 113, 942 
National Collection of Fine Arts_. 715 42,71 
N ate mal Air Mu seum 516, 107 146, 107 
Cc i] Zone Biological Area 7, 000 7, 000 
Inte national Exchange Service 116 91, 316 

(reneral services 

Maintenance and operation of buildings 1, 209, 814 054, 841 
Other general services 206, 100 06, 100 


Total 3, 525, 000 : 000. 000 


rhis amount of $370,000 was included in the 1954 budget to enable the National Air Museum to effectu 

1s soon as possible the emergency relocation at Suitland, Md., of the national aeronautical e lection wh 
the U. 8. Air Force has ordered evicted from its facility at Park Ridge, I (see pp. 21-23 of the Smithson 
1954 budget justification submitted to the committee January 7, 195: The elimi nation of the fund: 
this project impels the Institution to seek 1 possible alternative to the original propo Therefore, attempt 
will be made to stay eviction of the collections until such time as the National Air Museum can further 
program of transferring them to safe, covered storage at Suitland, Md 

? This reduction of $155,000 affects a number of building rehabilitation projects included in the 1954 bud 
ec pp. 29-33 of the Smithsonian's 1954 budget justification mentioned above In determining the project 
to be postponed, careful consideration was given to the needs of the visiting public and to those pr 
where the dangers of destruction, damage, or deterioration of the collections are not quite so imminent 
is the case with the projects retained 


NEED FOR FUNDS 


Senator SavronstatL. Dr. Carmichael, can you get along with what 
= House gave you, or would you like that $102,500 restored and, if 


», for what will it be used ? 

‘ihe CarmicuaeL. Mr. Chairman, may I make a brief statement 
about this? 

Senator SALTONSTALL. Yes, 

Dr. CarmicnuaArL. Mr. Chairman and gentlemen, we have studied 
the report and the actions of the House of Representatives in passing 
on our request, and [I would like first of all to express appreciation of 
the House’s action in approving some of the very much needed funds 
for three of our most urgently required programs. 

These are the renovation of certain exhibition halls, the rehabilita 
tion of parts of the interiors of some of our very old buildings, and 
the addition of some money for the international exe hange service. 

I should also like to advise you, Mr. Chairman, of my reluctant 
concurrence in the House’s action in eliminating the amount of $370, 
000 for the completion of our National Air - Museum storage at Suit 
land, Md., inasmuch as the House has instructed the United States 
Air Force to continue to provide space on a rental basis for that 
portion of the National Aeronautical collection which is now stored 
at Park Ridge, Ill., an Air Force installation, and to provide funds 
for the protection of our exhibits there. 

Senator SavTonstat. Then you are satisfied with what the House 
gave you! 

RESTORATION REQUESTED 


Dr. CarmMicHakEL. On that item, sir. There are, however, a few 
items eliminated by the House which I hope you will be willing to 
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store. First, $164,500 for the United States National Museum for 
ie renovation of the White House Costume Hall. and | want to Say 
word about that ina moment if I may. 

Senator SALTONSTALL. Wait a minute, Doctor Just 

raight here. 

Dr. CarmicHArn. Tam sorry. 

Senator Savronstauy. As the Chair understands it, we are work 
ve on the revised budget. Are you criticizing the revised budget? 
In other words, do you W mt more money than the Eisenhower 
budget allows? 

Dr. CarmicHarL. No, sir, not for this items 

Senator SavronstraLty. Then the House cut you, if [ may get that 
cure, SLO2Z500. 

Dr. Keppy. May I make an explanation / 

Senator SALVIONSTALL. Whatever Dr. Carmichael says. 

Dr. Keppy. It is slightly complicated, sir. The House in passing 
on our items gave us all of the money for rehabilitation of our build 
gs which the Truman budget allowed that was $155,000 more than 


vas approved in the revised budget as is shown in the following 


table: 


/ 


Comparative statemer 


lanagement 
8. Nat onal Museun 
Bur a of American Ethnology 
Astrophy jieal Observatory 
National Collection of Fine Art 
Nationa] Air Museum 
nal Z me biolo ric 


i ul 
rational Exchange 


(renera erTrvice 
Maintenance and oper 
ings 


Other general service 


Potal.. 


Senator Savronsrats. Well, then, you have all the operation money 
of the Truman budget. What they did was to cut back something 
else so that, while they cut vou $102,500, you are asking for $164,500 
for some renovation which would put you above the Eisenhower 
budget, unless vou cut down your operation and maintenance. 

Dr. Keppy. That is right. 

Senator SavronstaLL. And what you want to do is cut back your 
operation and maintenance to allow you to have this money for renova 
tion; is that correct / 

Dr. Keppy. No, sir. 

Senator Savronstaut. Well, boil it down, Doctor, you would like to 
keep all the operating and maintenance and would like to get a little 
more than the Eisenhower budget? Is that right / 

Senator ELLeNpeErR. That is right. 

Dr. CarmicnaAgnL. Yes, sir. 





FIRST INDEPENDENT OFFICES APPROPRIATIONS, 1954 


Senator Savronstatt. You had better say that with fear and 
trembling. 

Dr. Keppy. That is the position in which the House has placed 
giving us more than the Eisenhower budget for one much-needed ite) 
but cutting us down in another. 

Senator SaLronstaLL. Suppose we leave you at the Eisenhows 
hudget, on the breakdown of the Eisenhower figures. Is that satis 
factory ¢ 

Dr. Keppy. Yes, sir. We appreciate that we are confined to th« 
$3 million which is the Eisenhower budget. 

Senator SavronsratL. That is an awfully big word “confined.” 
You will get along with the Eisenhower budget and operate. Yo 
will not be confined to it: will you ¢ 

Dr. Keppy. It is a factor that alw: ays limits you. 

Senator Sanronsrauu. I do not like that word “confined.” 


APPORTIONMENT OF FUND 


Senator E..enper. Assuming, Senator Saltonstall, that this con 
mittee should agree to give the $3 million that is the Eisenhower recom 
mendation, 1 wonder if you would be good enough, Doctor, to tell 
how you would apportion that ¢ 

Senator SALToNsTALL. That is a very fair question. That puts it a 
lot better than I did. What I wanted to try to find out, Senator 
Ellender, is this along those lines. What is this $164,500 that would 
put them over ¢ 


RENOVATION OF COSTUME HALL 


Dr. CarmicnuarL. Mr. Chairman, the House specifically removed 
from the revised budget, that is from the Eisenhower budget, an item 
of $164,500 for the renovation of one of our exhibits, namely, the 
costume hall in the Arts and Industries Building where the gowns 
of the wives of the presidents are exhibited, and they felt that improv- 
ing this exhibit was not essential. 

Senator SarronsTau.. That is the most-looked-at exhibit you have 

Dr. Carmicuaern. It is the most-looked-at exhibit. I have had more 
letters, | think, from women’s organizations complaining about the 
present state of the exhibit than about anything else at the Smith 
sonian. I went in there just the day before yesterday, and it looks like 
the Times Square subway station. People are there 3 and 4 deep 
looking at these exhibits, and yet the lighting is poor and the ‘allel 
setup is so inadequate that we have hs id many letters from patrioti 
organizations and other groups of women about it. So I could not 
help calling your attention to what is possibly the most popular ex- 
hibit in the city of Washington, and I hope that we may be allowed 
to make it more presentable and show these gowns in a way that will 
give people a proper feeling for this part of the histor y of our country. 

Senator Sauronstaty. May I ask this question: If we give you the 
$3 million which would restore $102,500 and you went ahead with this 
renovation, if we permitted that, would that mean that you would 
take $62,000 from your operation and maintenance and go ahead with 
the renovation ? 

Dr. Carmicnar.. That is correct. 
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Senator SALTONSTALL. a dis that how you would use the money ? 

Dr. CARMICHAEL. Yes, s 

Senator ELLENDER. W ala there be a language change in the bill 4 

Dr. CARMICHAEL. In travel only, sir. 

Senator Magnuson. Why cut them down $64,000 in their opera 
tion and maintenance? Why not leave the ouse figure in operation 
and maintenance and take this one item he is t: ng about and either 
give or not give it to them ¢ 

Senator Ernenper. You would have to go above the Eisenhower 
budget ? 

Senator MAGNUSON. Thi House must have had some reason to allow 
them their full amount of operation and maintenance to operate the 
Institution. Now, along comes another item which he says is neces 
sary, and my point was we probably should pass on that on its merits, 
whether or not we should renovate this hall as you suggest. 

Staten SALTONSTALL. I believe, Senator Magnuson, as a regent of 
the Smithsonian, which I am, that unquestionably these costumes are 
very much looked at and that it does need renovation. I do not think 
that there is any question about that. L would hope that there was no 
question about that. 

Are there any questions ? I think the Chair understands the 
situation. 

Senator Te es My point is maybe they can get along with 
this $62,000 less, but I do not think we a to skimp them on that 
if the House, in their judgment, has said they should have a certain 
amount. 

Dr. CarmicHacz.. I have been a college president of a New England 
college which has a tough, hard budget. Yet I have been shocked to 
see the situation in some of our halls. There are places in which the 
paint is coming off in flakes larger than my hand, places where the 
light is about 3 or 4 foot-candles. The Smithsonian has been neg 
lected in the last 20 years. The number of man-hours of work avail 
able per week is lower than it was 20 years ago. 

Exclusive of personnel, it has $11,000 less in actual funds than it 
had 20 yearsago. The travel fund that we are going to talk about in 
a minute is one-half of the travel fund that the Institution had 20 
years ago. 

In other words, the Smithsonian Institution has not been an agency 
that has become inflated in the last 20-year period and is now being 
cut back. The Smithsonian Institution has not had any growth in 
funds during the past 20 years, except what was required to meet the 
increased pay acts. 

Senator Satronstatu. Yes, it has a reputation and a name as a 
great museum of science and the Federal Government should do its 
utmost to maintain that. 


WORKLOAD INCREASE 


Dr. Carmicuaret. During this period our total workload has in- 

reased an average of about 150 percent. That is, the visitors are 140 
pereent greater th: an they were 20 years ago and our replies to scie n- 
tists and others for information are 154 percent higher. Thus, in 
spite of a greatly increased workload we have fewer man-hours per 
week to handle it than we had 20 years ago. 
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Senator Savronsrauy. Is there anything to add ¢ 

Dr. Kenpy. Somebody made a remark the other day that apy 
ently the Smithsonian is a forgotten agency. Twenty years ago 
used to hear about the forgotten man. 


INTERNATIONAL EXCILANGE SERVICI 


Dr. CarmicnarL. Mr. Chairman, may I specifically refer to 
other items: One is that the House did reduce ou request of S25, 
for our international exchange service which the revised budget 
cluded, whereby we send materials abroad under the Treaty of Bi 


} 1 > . . ] > > eye 
sels and other treaties and under which arrangements we recety 
| 


return scientific publications. It seems to me that this service } 
vides a substantial kind of information that goes to the rest of 
world—that is, scholarly information—and is especially impr 


now. 


5.000 for 


The Eisenhower budget allowed an increase of $2 


vork. That was reduced to Si2,500 by the House, and we 


urge ntly like to request vour consideration of restoring that addi 
) 


S12.500, 


tESTRICTION 


Then in regard to travel, which is concerned in the language o 


bill and which is not a money saving but a restriction in terms of 
amount that may be Sp for this iter 1, our travel will be reduced 


the language of the bi 100, which would bring us dow 


} 1() DY) 2 
had Pith 24e, Wl 


total travel fund of O20. This year we 


a | tw") 


2 percent cut below Lvov; and, as Lsay.,tomy amazement I ¢ 


] } “ ] int al A ed. me ] . 
that the travel amount as reduced by the House would o1ve 
] 

I 


ialf of what the institution had 20 years ago. 

Senator SavronsraLt. What you would like, Dr. Carmichael. 
dollars and cents, as | listen, would be the travel allowance put ba 

Dr. CARMICHAEL. Yes, sir. 

Senator SavronstraLh. That is No.1. No. 2, you would like $74 
above the $3 million on the revised budget made up of $12,500 in 
international exchange and $62,000 in the renovation of costur 

Mr. CarmMicHarn. Yes, sir 

Senator SavronstatL. And that would permit you the same m 
tenance that you would have in the so-called Truman budget. p! 
those amounts for those special items ¢ 


Mr. CarmMIcHarL. Yes, sir. 
OF MODERNIZATION UNDER REVISED BUDGET 


Senator SauronstrautL. If the committee decides that the Smit 
sonian Institution should be limited to the total amount contained 
the revised budget, could you, by deferring certain items, make sul 
stantial progress on your programs for modernizing certain exhil 
and for maintenance and repair of buildings ? 

Dr. CarmicuarLt, We could make substantial progress. If th 
view should prevail I would recommend: (1) page 32, line 7, strike ou 
$6.825 and insert in lieu thereof $10,225, the revised budget estima 
or an increase of $5,400 in the travel limitation: and (2) page 3 
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line 11, strike out $2,897,500 and insert in lieu thereof $3 million, the 
revised budget estimate, or an increase of $102,500 over the amount ap 
proved by the House. 

Senator SaLronstTaLu. Thank you very much, sir. 

Dr. CarmicuarL, Thank you very much, Mr. Chairman. 


NATIONAL GALLERY OF AR1 


STATEMENTS OF HARRY A. McBRIDE, ADMINISTRATOR; AND 
HUNTINGTON CAIRNS, SECRETARY-TREASURER 


REVISED ESTIMATI 


Senator SALTONSTALL. We w 
Act. Mr. Cairns, the secretary, re 

Mr. Cairns, last year you had $1.42 
budget was $1,515,000. The revised budget 


House allowed you $1.275.000. 


‘ 


And now we will place vour stateme! 


(The statement referred to follows 


Drak SI ( 
the Bureau of the Dudget 
Gallery's estimates for the f 
Salaries and expense Ni 
Amount in 1954 budvet 
Amount 


Harn) 
Al 


Mr. Chairman, I should 
of the National Gallery of Art fe 

The appropriation for the National ul 
$1,428,050. Included therein in as emental ay iation of SIS7 
for the repair and replacement of rt air-conditioning equipme 
National Gallery of Art Building. The imate now un onsideration 
fiscal year 1954 is $1,275,000 

With an appropriation of $1,27 we will have to defer to some future 
year certain essential repairs to the bui g and ground riginally included 
the estimate. The present estimate, therefore, pre r no increase in any 
item other than personal services 

The officers of the Gallery hold as their greatest responsibility the adequa 
protection of the collections of the irreplaceable works of art acquired by gift 
or loan for the benefit of the American people It has been determined that 
322 positions are required when the Gallery is in full operation. in order to mai 


tain the standard of operation and protection adhered to since it was opened 
in 1941. During the current year we are able to fill only 301 of these positions 
The appropriation now requested for 1954 would enable us to fill about 309 
positions, which is the minimum number with which we ean at this time operate 
the Gallery satisfactory as regards protection to the works of art and proper 
exhibition of the collections to the public 
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I should like to point out that the Gallery is not only a new but growing 
institution. The number of exhibition rooms has increased from 62 in 1941, 
when the Gallery was opened, to 110 at the present time. The cost of completing 
these additional exhibition rooms was more than a million dollars. That sun 
was contributed entirely from private donors for this purpose. 

These additional rooms are needed to exhibit the Nation's great and growing 
collections of works of art. All of these works are gifts to the Nation. None has 
been acquired with public funds. ‘The growth of the Gallery has been phenom 
enal both as regards its collections and its prestige throughout the world. This 
has been due not only to the generosity of public-spirited individuals in giving 
or lending their works of art but also to the fact that we have maintained a high 
standard of protection and operation, and have displayed the works of art to 
advantage. 

During the current year with the funds available the Gallery has been able 
to maintain the established standard of protection and operation only by reason 
of the fact that certain works of art were withdrawn from exhibition for repair 
or restoration, or for loan elsewhere. This situation may be continued into the 
fiscal year 1954. 

The $1,275,000 in the revised estimates provides for less personnel than we 
had in 1950 and, as 80 percent of the Gallery’s staff deals with the maintenance 
of the building and the protection and care of the art collections, a reduction in 
appropriation unavoidably affects these services. 

Furthermore, the maintenance and repair costs of the building and equipment 
are now greater than during the years when the building and equipment were 
relatively new and when prices were lower. However, the revised estimates 
for 1954 provide less for these items, including supplies, than was required during 
the past year. 

Even under these conditions we hope to be able to maintain the approved stand 
ard of protection and operation in 1954 with the revised sum of $1,275,000. 


SUPPLEMENTAL APPROPRIATION 


Senator Satronsraty. As I understand it, $187,500 was received 
by you last year in a supplemental, and this was for repair and re 
placement of air conditioning equipment. So it would appear that 
on a regular basis you are asking about $35,000 more this year than 
last year. If I am correct in these figures, how would this $35,000 
be spent ? 

Mr. Carens. We feel we can get along with the $1,275,000 by de- 
laying certain repairs to the building and grounds. There are cer- 
tain things that will have to be done, but they can wait a year or two. 
Details on these matters will be supplied by the Administrator, Mr. 
McBride. 

Senator Etrenper. That is what the House allowed you? 

Mr. McBrive. We are asking for no more than the House allowed 
us. 

Senator Sautronsrauu. Perhaps I read that too fast. On the in- 
formation that was given to me I remember now that we put in last 
year $187,500 as a special fund for repair and replacement of air 
conditioning ? 

Mr. McBripe. Yes, sit 

Senator SatronstaLu. Adding that up and subtracting, you would 
be working last year on $35,000 less than—— 

Mr. McBring. Than we are asking now. 

Senator Sauronstatu. Than the House has allowed you this year, 
is that correct ? 

Mr. McBriwe. Yes, sir. 

Senator Sauronstati. And that is satisfactory to you? 


Mr. McBrine. Yes, sir. 
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NEW ACQUISITIONS 


Senator Satronsrauy. Just one more question. Have you 
considerable number of new acquisitions this year, without going 
into detail ¢ 

Mr. McBripe. Yes, sir; 138 paintings and 37 pieces of s ulpture. 

Senator SAtronsraLL. And on this appropriation that vou are get 
ting and with which you are satisfied, it will permit you to remain 
open the same number of hours that you have been open in the 
past ¢ ; 

Mr. McBrine. Yes, sir: during this year, but that is possible only 
because certain works of art were withdrawn from exhibition or 
removed for repair and restoration or for loan elsewhere, which per 
mits a number of gallery rooms to be closed temporarily. This situa 
tion may extend into 1954, as we have mentioned in the written state 
ment just submitted. 

Senator SaLronstratu. You close down on Mondays? 

Mr. McBripe. We are open every day in the year except Christmas 
and New Year. 


EFFECT Ol r IN FUNDS 


Senator SALTONSTALL. And any cut would necessitate your closing 
down ? 

Mr. McBrine. Yes, SII: because this igure prov ides only for a min 
imum of personnel to keep the gallery operating, with those 4 or 5 
exhibition rooms. 

Senator Extenper. How are you providing for the renovation of 
these paintings ¢ 

Mr. McBrine. That is being done by | 

Senator ELLENpvErR. At no cost to the Government ¢ 

Mr. McBrinre. Yes, sir. 


Senator SavronsraLtt. Thank you, Mr. Cairn and Mr. McBride 


rivate resources. 


TAX COURT OF THE UNITED STATES 


STATEMENTS OF HON. JOHN W. KERN, CHIEF JUDGE; OTTO W. 
SCHOENFELDER, ADMINISTRATIVE OFFICER; AND OLIVER A. 
KEETER, ASSISTANT BUDGET OFFICER AND FISCAL OFFICER 


REVISED ESTIMATI 


Senator SALToNsTALL. We will next take up the Tax Court of the 
United States, Judge Kern. The 1953 appropriation was $900,000. 
The Truman budget was $970,000, and the Eisenhower budget was 
$970,000. The House allowed vou $970,000, 

Are you satisfied with the $970,000? 

Judge Kern. Yes, sir; we are satisfied with the $970,000. There is 
only one thing that I wanted to bring to your attention, Senator, and 
that is that there is a limitation on our travel fund of $40,000. We 
would like to have that made $45,000. 

Senator SatronstaLL. What was the revised budget ? 

Judge Kern. It was $40,000. Heretofore we have always been 
given a leeway of about $5,000. The core of our work is travel. We go 
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on cireuit and sit throughout the country. We plan for 190 weeks of 
hearings in 1954 for the convenienc eof taxpayers all throughout the 
country. 

It may be that we might be able to divert some money for travel! 
if we are ina pinch, so we would like to have a leeway of $5,000. 

Senator Sauronstrautu. That is a restrictive allowance ? 

Judge Kern. Yes. 

Senator SALTONSTALL. In other words, you would like to have the 
restriction raised from $40,000 to $45,000? 


TRAVEL FUNDS 


Mr. Scnoenretper. That would be the same as this year. Jn the 
budget estimates we have $30,000 for travel, but a limitation in the 
appropriation act to $35,000. It permits us to go above the estimates 
on the green sheets, if necessary in the year’s work. 

Senator Sarronstatt. How much did you spend for travel this 
year ¢ 

Mr. Scuoenreiper. We have $30,000 and will exceed slightly that 
amount. 

Senator SavronstaLL. What the House has allowed you is $40,000. 

Mr. Scnornretper. Just the authorization in the appropriating 
language which does not increase the appropriation. 


LANGUAGE CHANGE REQUEST 


Judge Kern. ‘There is only one short sentence here with regard to 
our appropr lation: 

For necessary expenses, including contract stenographic reporting services 
and not to exceed $40,000 for travel expenses, $970,000. 

We would like to have that phrase changed to: 

Not to exceed $45,000, 


to give us a little leeway. 

Senator Sarronstauy. The Chair will say that every agency that 
came in here has asked on travel because the House cut back all of 
the travel in every instance a certain percentage. 

Judge Kern. We were not cut. We just want this authority. 

Mr. Scnoenretper. There is a little history in back of it. The 
reason this provision was not submitted this year as it has been previ 
ously, is due to the fact that the Bureau of the Budget had indicated 
that it was going to suggest that the Appropri iations Committees of 
Congress eliminate completely the limitations on travel. The House 
has not accepted the Budget recommendation. Because we were fol- 
lowing the Budget recommendation, could not include in our language 
recommending the $45,000 limitation. We have the clearance of the 
Bureau of the Budget on this request. They advise, “You have no 
alternative but to make this request now, in view of the fact that the 
Appropriations Cominittee in the House has not gone along with the 
recommendation of the Bureau of the Budget.” 

Senator SauronsTauu. Are there any questions? 

Thank you and we will recess until 2 o’clock. 





FIRST INDEPENDENT OFFICES APPROPRIATIONS 


(The following letter was later received :) 


THe Tax Court or THE UNITED S1 


APRIL 28, 1953 
Hon, LEVERETT SALTONSTALL, 
Chairman, Subcommittee on Independent Offices, 
Senate Appropriations Committee, Washington, D. ¢ 


My Dear SENATOR: Reference is made to a proposed change in the limitation 

1 travel expenses for the court in the appropriation for the fiscal year 1954. 

As indicated in the recent hearings held before the subcommittee, the court 
equests that a ceiling of $45,000 instead of $40,000 be placed on travel expenses 

be incurred during 1954. A similar authorization for expenditure for travel 

f $5,000 more than the amount approved for that purpose is provided the court in 
he act appropriating funds for the current fiscal year 

The need for some leeway in the authorization for travel expenses is based o1 
the fact that the court, of necessity, must establish calendars in locations through 
ut the Nation as the trial workload develops. Just where the trial calendars 
will be established during 1954 can only be determined as the caseload is examined 
during the year’s work. It is estimated that the travel expenses for 190 weeks 
if trial work will require $40,000—but it may be slightly more or less. In past 
vears it has been found that the needed trial work could be completed and that 
funds were available to be utilized for that purpose, but because of the limitation 

i travel expenses, it was not possible to schedule such calendars unless further 
i.uthorization was secured from Congress, Obviously, it is to the advantage of 
he Federal Government for the court to complete the maximum amount of trial! 
work possible for each fiscal year; authorization such as is requested will permit 
the court to utilize maximum funds toward that objective 

It should be made clear that there is not involved in this request any increase 
in appropriation above the $970,000 provided in the present bill. The sole purpose 
of the requested authorization is to permit the court to allot an additional amount 
f its funds for travel if available for trial-work purposes. Also, you should be 
advised that the clearance of the Budget of the Budget has been given to the 
court on this request. 

The only legislative change necessary to accomplish our suggestion is to substi 
tute the figures “$45,000” for the figures “$40,000” on line 9 of page 34 of H. R 
1663. 

The favorable action of your committee will be greatly appreciated. 

Sincerely yours, 
JoHN W. Kern, Chief Judge 


(Whereupon at 12: 15 p. m., the committee recessed until 2 p. m.) 


AFTERNOON SESSION 


Senator Satronstati. The committee will come to order. 
We will now take up the Subversive Activities Control Board. 


SUBVERSIVE ACTIVITIES CONTROL BOARD 


STATEMENTS OF DAVID J. CODDAIRE, MEMBER; WATSON B. 
MILLER, MEMBER; AND ARTHUR A. KICSAR, BUDGET AND 
FISCAL OFFICER 


REVISED ESTIMATE 


Senator Sattonstauu. The 1943 appropriation was $291,305. The 
original estimate for 1954 was $400,000 and the revised estimate was 
$350,000. The House allowed $200,000. 

Mr. Coddaire, the Chair has to leave so Senator Maybank will pre 
side. 

Senator Maypank (presiding). We will have the letter dated 
March 19, 1953, submitted for the record. 
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(The letter referred to follows:) 


SURVERSIVE AcTIVITIES CoNTROL BOARD, 


Varch 19, 195 
Hon, Levererr SALTONSTALL, 


Chairman, Committee on Appropriations, 
United States Senate, Washington, D. C. 


My Dear Mr. CHAIRMAN: Pursuant to a request made by the Bureau of thi 
Budget, a special review of the 1954 budget already submitted to the Congres 
has been made. 

The Subversive Activities Control Board will continue to make every effo 
to operate at a minimum level of cost and expenditure. In order to effect a r 
duction of our original budget request, the Board has determined that by p! 
ing a restriction on the hiring of additional personnel, and by the greater utiliz: 
tion of existing personnel, a saving of $50,000 can probably be accomplished. 

Accordingly, we are by amendment reducing our request from the sum of 
$400,000 to the sum of $350,000. 

Yours sincerely, 
PeTeR CAMPBELL Brown, Chairman 


ORGANIZATION AND DEVELOPMENT 


Senator Maysank. We will appreciate anything that you care ti 
say, gentlemen. 

Mr. Mitier. Mr. Chairman and gentlemen, I am Watson B. Miller, 
a member of the Subversive Activities Control Board, having a som« 
what kaleidoscopic, | hope useful, and very interesting career as 
servant of the people. 

Senator Maysank. We wish we had more servants of the people. 
I am sure the distinguished Chairman will agree with me, and the 
other members. 

Mr. Mitier. I will have to join with you on that, sir. 

This opening statement I will make is largely a discussion of the 
genesis of the organization and its development, some record of court 
actions laid against us and your progress. 

Senator Mayspank. | think the Chairman is familiar with that 
as I am. 

Mr. Mitier. Mr. Coddaire and I are appreciative of the privilege 
of this opportunity for briefly discussing the fiscal year 1954 appro 
priation for the Subversive Activities Control Board establish 
under Public Law 831 of the Slst Congress. The statute came into 
being as of September 23, 1950. Senators are acquainted with th« 
registration requirements of the act as to officers and members of cei 
tain organizations, together with disclosure of the amounts, source 
and disposition of funds and the like. The statute requires that these 
filings shall be with the Attorney General of the United States on form 
prescribed by him by regulations. As you know, the Board’s orde: 
requiring these registrations and accountings by the Communist 
Party of the United States was dated April 20, 1953, and transmitted 
to the party and to the Attorney General on that day. 


STATUTORY AUTHORITY 


Mr. Chairman, the Board is, of course, one cf the newer agencies 
of our Government. The statutory authority for its existence lies 
in the Subversive Activities Control Act part of the Internal Secu 
rity Act of September 23, 1950. The Board was organized on No 
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vember 1, 1950. The principal duties of the Board were summarized 
on page 1 of the justifications which vere presented to the House 
Subcommittee on Appropriations. It is our understanding that you 
gentlemen have also received copies of that outline as filed with Mr. 
Everard H. Smith by the Board on January 21 last. 


FUNCTION OF BOARD 


Briefly, the Board must determine whether organizations are Com 
munist-action or Communist-front organizations and whether an in 
dividual is an officer of either kind of organization or a member of 
a Communist-action organization under criteria set out under the act. 

Petitions are filed with the Board by the Attorney General asking 
that registration be ordered or may be filed by organizations or indi 
viduals under certain conditions such as a plea to remove names from 
the registration rolls if such registration has already taken place. 
Hearings are held on these petitions which are open to the public 
Reports are prepared, findings are made, and decisions reached. Opin 
ions and orders are then published. Reviews of Board action may fol 
low through the filing of appeals in the United States Cireuit Court 
of Appeals for the District ot Columbia. The Board does not initiate 
any proceeding. Its workload depends upon the number of petitions 
as authorized by the act which may be filed by the Attorney General 
or by ollicers or members of organizat ions covered by the act. 


FORMAL HEARING 


The conduct of a formal hearing on a petition filed by the Attorney 
General in which the Communist Party of the United States was 
named as respondent began on April 23, 1951. Prior to that date 
the CPUS filed suit to enjoin the proceedings as unconstitutional 
and moved for the appointment of a statutory court to try the case 
The Court upheld the Board’s rulings; the party then applied to the 
Supreme Court for a stay of proceedings. This having been denied, 
the then chairman, the Honorable Seth W. Richardson, appointed a 
panel consisting of Mr. Peter Campbell Brown, Miss Kathryn Me 
Hale, and Mr. Charles LaFollette, the last-named as panel chairmat 
io conduct the hearing which opened, as has been said, on April 23, 
1951. After something like 5,000 pages of evidence had been amassed 
another action at law came on. The party again sued for an injun 
tion based in large measure on Mr. LaFollette’s departure a few days 
earlier as a Board member. The party moved that all evidence be 
stricken from the record and a new beginning of the hearings ef 
fected. On February 5, 1952, Judge James W. Morris, United States 
District Court for the District of Columbia, denied this petition for 
injunction. 

The taking of sata was concluded on July 1, 1952; the parties 
were given until July 24, 1952, to file proposed findings. Oral argu 
ment was held thereon on August 14, 1952; the recommended decision 
of the hearing panel was submitted to the full Board on October 20, 
1952. Exceptions thereto were filed by CPUS in the number of 310 
and several motions on November 24, 1952, which were argued before 
the full Board on January 7, 1953. 


82743—53 24 
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This great number of exceptions, as filed by the CPUS, were care 
fully studied prior to the handing down of the report and order of 
Apr i] 20 last. 

Since its beginning, what with judicial actions filed and other delays 
inevitable in such a proceeding as has just been concluded, the Board 
has not been able appropriationwise to accurately map the future cost 
of the operation. It could not do so because of the lack of exact know- 
ledge as to when the case which has been in hand during parts of 4 
years could be concluded. 

The Board has, however, been supplied with adequate funds, first 
from money at the disposition of the President and later by the 
(‘ongress. During all the elapsed period regard has been exercised 
as to strict economy and substantial money has remained in the 
Treasury. 

TOTAL PERSONNEL 


During my own tenure of some 14 months only one person has beer 
employed; a lady for necessary work. We have thus to now remained 
an organization of 23 persons plus at times 2 or 3 legal assistants 
borrowed from the Securities and Exchange Commission temporarily 
on a reimbursable basis. 

When during last January Mr. Peter Campbell Brown who has 
just resigned to enter the private practice of law, appeared before the 
pertinent subcommittee of the House Appropriations Committee 
as to fiseal year 1954 funds, the future even then could not be audited 
as to cost with certainty. The only case which had been before the 
Board had not been concluded nor was the termination date then 
ascertainable with exactness. We did not then know when and how 
many of what are denominated by the statute as Communist-front 
cases would be the subject of registration petitions by the Attorney 
General to the Board. 

Thus the House Subcommittee, Judge Phillips, chairman, recom 
mended to the whole appropriation committee the sum of $200,000 
which the subcommittee felt would finance the Board until the second 
session of the present Congress. It expressed its willingness to con 
sider a supplemental estimate at that time for the remainder of fiscal 
year 1954. This was undoubtedly because of the certainty that an 
exact estimate could then be presented. The Board feels that the 
conclusion was appropriate under the picture as envisioned by the 
subcommittee 2 months ago. The committee print draft bill as it 
proceeded to the floor of the House through Mr. Taber’s committee 
authorized some flexibility in the expenditure of the amount suggested 
by relieving the Board from the provisions of the requirement of 
Section 3679 of the Revised Statutes as amended. With this provision 
Senators are acquainted. It is believed that the conclusions of the 
House Committee were approved by that body as part of H. R. 4663 
on Wednesday last. 


ITERBERT BROWNELL, JR., UV. THE COMMUNIST PARTY OF THE UNITED STATES 


As of Monday and Wednesday of this week the scene has radically 
changed. Following the emittance of the Board’s order on the case 
of Herbert Brownell, Jr.. v. The Communist Party of the United 
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States which, as has been said, occurred as of Monday. April 20 
\ttorney General filed petitions asking for orders requil ing registra 
tion orders on 12 Communist-front cases. It is assumed that the 
Congress and the Attorney General desire is expeditious handling 
hrough hearings and conclusions of these cases as possible. Thus 
ifter the respondents in these cases have had the v0 day period to 
reply to the petitions the Board should proceed to get a number of 
them on hearing. 

It is calculated that it is possible to inaugurate these hearings on 
| or 5 of these cases by perhaps July 1. To do this we must employ 
hearing examiners. We have more now. It is also possible that some 
of the respondents may go into court on one or another question, 
Che Board does not believe that the initiation of hearings should 
unduly delayed. 

None can tell what the outcome of petitions which may be lodged in 
the Federal courts may come to. Hearings should proceed unless 
a positive injunction of one kind or another should early ensue. 

The Board believes that that is what is required of it. So it follows 
that my colleagues and I must necessarily present a different fiscal 
picture to you gentlemen th: *« that which was possible 2 months ago 
when Chairman Brown was before the House Appropriations Sub 
committee. 

Senator Mayprank. In regard to the case of Herbert Brownell. Jr.. 

The Communist Party of the United States, you had a lot to do 
with the preparation of that case, did you not ? 

Mr. Miuurr. Yes, sir. 

Senator Maynanx. I have the documents in my office. 

Mr. Mitier. | understand that. I might ask that Mr. Coddaire, 
a member of the Board, an outstanding attorney, be asked to discuss 
our budget requirements. 

Senator Maysank. IL appreciate getting an advanced copy. I know 
that it was sent around a very few minutes after release, 

Mr. Miuuer. Yes. 

Senator Maysank. We will now hear from Mr. Coddaire. 

Mr. Coppaire. This document that you have in front of you was 
brought here as an exhibit rather than for reading matter. 

Senator Maypank. I think the Senators appreciated the courtesy 
of receiving that. 

Mr. Minter. Senator, will you permit Mr. Coddaire to discuss the 
fiscal considerations ? 

Senator Maypanx. Certainly. I am glad the gentleman is here. 

Mr. Copparre. My name is David J. Coddaire, and I am a member 
of the Subversive Activities Control Board, and was appointed one 
of the original members to the Board. I speak more from a legal 
point of view. The duties of this Board under the act are legal duties 
pure and simple. 

Senator Maypank. Then you have done a good job. 

Mr. Coppatre. In other words, we make no investigations, or we do 
no prosecuting. We are in a sense clearing officers. 


REPORT TO ATTORNEY GENERAL 


Senator Maynanx. With my deep appreciation of your ability and 
Mr. Miller’s ability, I think the committee knows that. What we 
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would like to find out more about is what you did in connection wit 
that report that you made to the present Attorney General and hoy 
you did it. Will that interfere with your testimony ? 

Mr. Coppatre. No, it will not. 

Senator Mayrnank. We know about the legal aspects of this. 

Mr. Coppaire. You want me to explain something about this report / 

Senator Maynank. 1 would think so. I would think that would bi 
of interest to the Senators of the committee. Every Senator know 
about the law. 

Mr. Copparre. This report started by petition by the Attorne, 
General. The petition was sent to us for a hearing. It was first 
started some time in April of 1951. Directly after the petition wa: 
filed, the Communist Party of the United States filed dilatory pleas 
such as motions to dismiss, motions to transfer, motions to disqualify 
certain members of the Board, and finally we arrived at a hearing o1 
or about April 30, I believe. 

Senator Maypank. There is not anyone against communism mor 
than the chairman and myself. What we want to know is, how many 
of these cases you think can be brought to court where they will be 
tried. If you leave it to the American public, I know what will bi 
done, but that is what we want to know. 

Mr. Coppaire. The Communist action case took over a year to try. 
We have just completed it. 

The 12 new petitions there have been sent over to us. That is, fo: 
the year 1953. We are told that for the balance of the year 1954, w 
are going to get somewhere in the vicinity of 12 more, making 25 
Cases. 

ANTICIPATED CASES 


Senator Maypank. How many will be brought on for trial ? 

Mr. Coppatre. We just got these yesterday. 

Senator Mayzank. Yes; but I am asking your judgment. I mean 
the ones that have already been filed. What would be your judgment 
as to the number of cases that will be brought on for action? 

Mr. Coppatre. Having in mind the list as submitted by the Attorne) 
General of subversive organizations, I would think probably before 
we get through there would be 100 or 125 cases to be tried. 

Senator Maynank. That those are the cases you have already sent 
in? I mean how many cases are going to be tried from here on out? 
This is April. 

Mr. Coppatre. Twelve. 

Mr. Mitier. You mean during the new fiscal year ? 

Senator Maypank. Yes. 

Mr. Coppatre. To answer your question, I must say during the next 
fiscal year we will probably try 24 cases. 

Senator Maypanxk. You believe we will try 25 Communist cases 
in the next year ? 

Mr. Coppatrre. We will if we get the money. 

Senator Maysanx. The Attorney General has to bring the charges. 
| know the Attorney General will cooperate. But you ‘do think that 
you will have 24 Communist cases in the courts this year ? 

Mr. Coppatre. Yes, sir. 

Senator Mayrnank. You think you will have some 100 more that 
vou are going to have to bring up eventually ? 
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Mr. CoppATRE. Yes, sir. ‘These cases take | robab \ 
to try. They have to be tried by trial examiners or hearing examin 
is the “V are called under the Administrative Procedure Act. 

Senator Maypank. That of course is one reason why you want 
appropriation, to back these people up? 

Mr. Coppatre. That is right. If 
we have to have this appropriation. 

Senator MayBank. You can rest assured tha im going to vote 
for the money. 

Mr. Copparre. Thank you, sir. I think probably this is the most 
outstanding agency at the present time in government insofar as it 
applies to the Communist movement in this country. If we are 
serious in this business, then we have to have the money to prosecute 
these cases or hear these cases. 

Senator Marsank. I want to bring out at this point in the record 
that 1f we do not appropriate this money, you cannot do the work 
properly for the Attorney General of the United States. 


6 to Ss mont 


PROCEDURI 


Mr. Coppatre. Yes, but I would Say that we do not prepare the cases 
for the Attorney General. We hear the cases, which I am sure you 
know. 

Senator Maysank. The Department of Justice tries the cases then. 

Mr. Coppatre. Yes, sir. They prosecute them before our Board. 

Senator MaysBank. Of course the Justice Department puts up their 
money ¢ 

Mr. Coppatre. Yes; that comes under their money. 

Senator Maypank. The petition is sent to your Board by 
\ttorney General for a hearing? 

Mr. Copparre. That is right. Then it is marked down for a hear 
ing after the dilatory pleas are out of the way. ‘Then the Department 
of Justice or the United States Attorney’s Office comes in and presents 
the cases. The Communist Party lawyers come in and defend. All 
we do is hear them. 

Senator Maypank. Does anyone hear the cases after the petitions 
are filed but you? 

Mr. Coppairr. No one else except us. They must file them with our 
Board. 

Senator Maypank. In other words, if you have Communists in the 
country, the Attorney General files with you and you have a pre- 
liminary hearing? 

Mr. Copparre. No. We have a full hearing after that to determine 
whether or not the Communist Action Party is dominated and con- 
trolled by a foreign power or that a Communist front, such as the 
case we are going to hear now, is dominated and controlled by the 
Communist Action Party or a foreign power. 

Senator Maypank. Then after you find that out, what happens? 

Mr. Coppatre. Then we file this document that you see here. ‘hat 
is our opinion. 

Senator Mayrank. I speak respectfully when I ask, What good 
is that opinion ? 
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OPINION DETERMINATIONS 


Mr. CopparrE. The opinion determines or establishes the e g 
criteria contained in the McCarran Act. 

First, is it a Communist directed, dominated, controlled orga 
ization ? 

Second, is it an organization that we believe does not deviate fr 
the views of the Russian Government. 

Third, the amount of funds that are contributed by foreign pow 
to this organization. 

We take up the eight criteria and determine whether or not they 
contained in the evidence as presented to us by the Attorney Gene: 

Senator Maynank. In other words, you have 12 cases now, 
petitions on your desk. 

Mr. Coppatre. We are ready now to go ahead with them. 

Senator Maysnank. You have not the funds so unless you get 
funds to hear these cases, you cannot go ahead, is that right? 

Mr. Copparre. That is exactly right. We started out here ask 
for $437,000 which we felt was the mimimum amount of money t] 
we could do the job with. They cut us down first $87.500, 1 th 
it was, then later they cut us down another $50,000. 

Senator Maypank. Who cut you the first time, the Bureau of 
Budget ? 

Mr. Coppairr. Yes. 

enator MayBank. Suppose we restored the House cut? 

Mr. Copparre. If you restore that, then we can get by. 

Senator Maynank. If we do not restore the budget cut, you thin! 
you can get by with the House cut restored / 

Mr. Coppatre. That is right. 


RESTORATION REQUESTED 


Senator Maypank. Then you are asking’ us to restore the Hous 
cut / 

Mr. Coppatre. That is right. 

Mr. Mriizier. $350,000 is the total. 

Senator Maypank. Thank you, gentlemen, for your presentati 

We will next hear from the Tariff Commission. 


TARIFF COMMISSION 


STATEMENTS OF EDGAR B. BROSSARD, CHAIRMAN; DONN N. BENT 
SECRETARY; LOUIS H. BALLIF, CHIEF, TECHNICAL SERVICE 
AND PAUL KAPLOWITZ, GENERAL COUNSEL 


REVISED ESTIMATI 


Senator Maynank. The 1953 appropriation for the Tariff Con 
mission was $1,291.3875. The Truman budget was $1,392,000, and th« 
Eisenhower budget was $1,327,000. The House was $1,291,375, th 


same as last year. 
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At this point I will insert in the record a letter to tl 
John Phillips, chairman of the House Appropriations Cor 


' 


(The letter referred to follows: 


Hon. JOWUN PHILLIVS 
Chairman, Subcommittee on Independe 
ippropriations Committce, Hoi 

Dear Mr. PHILLIPS: Attached is a coy 
mission on Mareh 18, 1953, by Dire 
letter indicates that, as a result of the 
the Bureau, the Commission’s appropriat 
by $65,000, from $1,592,000 to $1.32 

In complying with the Budget 
vised of the Burea 
staff In accorda 
by object classes the 
reau’s action, and 

In order to make 
1ished to your commit 


ceived in 1954 has bee dded to bot! 


n request shown in the Budget Bureau letter. 


General conment 


The reductior 
of course, fron 
stantial cur 
vy, the Cor 
to carry out if 
In the natu f ‘ 
difficult or impossib © 
particular activith 


Viscellaneous objects 


As the table indica 
curtailed 
02) Travel.—This i 
made possible 
ivailuble for trave 
on “escape clan 
of the anticipate 
OS Supplic s 
1953 level of $12 
Comment on 
total of misce 
request, an extre 
nature, which ¢: 
01 Personal 
$1,540,500 for personal 
responding average e! 
employment of 1954 
downs, with that est 
The overall effect 
employment at he 
earlier justification 
and the resulting need f 
set forth in detail It is evid 
effectiveness in meeting these 
and quality of its performan 
within its power to carry out 
with the resources available. 
* * * 
The Commission will be glad 
which will be of assistance 
Sincerely yours, 
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EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE Bupcer, 
Washington 25, D. C., March 18, 1953 
Hon. Evoar B. Brossarp, 
Chairman, Tariff Commission, 
Washington 25, D. C. 

My Dear Mr. Brossarp: The report on you review of the 1954 budget e 
mates for your agency has been received and carefully considered in relation 
the administration’s stated policies and budget objectives, 

To meet these objectives the following reduction in your appropriation w 
be necessary. You are expected to adjust your recommendations according 
and present these revisions to the Appropriations Committees. 

Reduction in appropriation for 1954 
Salaries and expenses, Tariff Commission : 
Amount in 1954 budget $1, 392, 000 
BI a caine n= , 1p 82%, 000 
Reduction_______ 65, 000 

Detailed information as to the reduction set forth above will be communicate 

to your agency through the Budget Bureau staff. 


Sincerely yours, 
JOsEPH M. Dopar, Director. 
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Senator Maynank. We will also place in the record at this po 
the prepared statement of Mr. Brossard. 
(The statement referred to follows.) 


OPENING STATEMENT OF CHAIRMAN Epoar B. Brossarp, UNITED STATES Tari 
COMMISSION 


The committee was furnished last January with copies of our formal justi 
cation of estimates for the fiscal vear 1954, which set forth in detail the Cor 
mission’s various activities and problems. In March, we submitted to you thi 
estimates as revised by the present administration. The revised request tota 
$1,327,000, which represents a reduction of $65,000 below the amount original 
approved by the Budget Bureau, and provides for an average employment of 
204 

I should like at this time to outline briefly the major problems facing t 
Tariff Commission, as they relate to our financial needs for the coming year 

At the outset, I should like to observe that the Tariff Commission is one 
the few agencies that has not expanded in the postwar years. On the contrary 
as shown in the following table, the Commission's average employment ha 
decreased from a war and prewar average of over 300, to the present level ot! 
approximately 200. Tt is in the light of these successive reductions in sta 
that the increasingly heavy responsibilities facing the Commission in the comin 
year must be viewed 


iverage employment table, 1939-54 


iverage | trerage 
employment employme 


1939 303 1947 227 
1940 ’ .. 301 | 1948 

1941 : 298. 8 | 1949 

1942 . 302. 1950 

143 , 336.1 | 1951 

1944 301. 6 | 1952 

1940 _. 298.1] 1953 (estimate) 

146 wis _...-. 268.7] 1954 (estimate) 

While the Trade Agreement Extension Act of 1951 expires in June 1953, the 
Commission’s duties under this or related statutes will probably increase rathe1 
than diminish. Section 7 of the act, embodying by legislation the escape-clause 
procedure for the relief of domestic industries seriously injured or threatened 
by increased imports under trade-agreement concessions, has taken a major 
share of the Commission’s efforts since its enactment. 

The President has recommended, in his message of April 7, 1953, that the 
1951 act be renewed for the period of 1 year. The message states, in part 
“IT propose this action as an interim measure. As such, it will allow for the 
temporary continuation of our present trade program pending completion of 
a thorough and comprehensive reexamination of the economic foreign policy 
of the United States. * * * Our domestic economic policies cast their shadows 
upon nations fur beyond our borders. Conversely, our foreign economic policy 
has a direct impact upon our domestic economy. We must make a careful 
study of these intricate relationships in order that we may chart a sound course 
for the Nation.” 

Several factors, including the tendency of competitive imports to rise with 
increases in foreign productive capacity, and the generally increased attentio! 
to tariff matters at the present time, suggest that a renewal of the existing 
trade-agreement legislation proposed in several bills would lead to increasing 
demands on the Commission under the escape-clause procedure 

H. R. 4294, introduced by Representative Simpson, of Pennsylvania, would 
extend the trade-agreement legislation for a year, with a number of amendments 
The provisions of this bill, if enacted, might increase considerably the work of 
the Commission on escape clause and other investigations. 

Thus, under the proposals mentioned above, or whatever law is passed extending 
the Trade Agreement Act, the Commission’s duties in connection with escape 
clause or similar procedures appear likely to increase substantially. 

The provisions of Executive Order 10401, also tend to result in greater Com 
mission activity. This order requires that in instances where a concession is 
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wlified under the escape-clause procedure the Commission shall reinvestigate 
vithin 2 years to determine whether the modification is still needed. The 
President has already issued instructions under Executive Order 10401 that 
he Commission reinvestigate the effect of dried-fig importations prior to the 
xpiration of the regular 2-year period provided in the order 

The President has also issued recent instructions, under section 22 of the 
\zgricultural Adjustment Act, that the Commission investigate the entire group 

products covered by the present provisions of section 104 of the Defense 
Production Act. This Presidential instruction requires formal investigations, 
wluding hearings, on some 20 dairy products and other agricultural com 
modities. It has necessitated the postponement of 3 previously scheduled 
uublic hearings and will thus doubtless add to the Commission's responsibilities 
n 1954. 

In Congress, in the administration, and among industrial commercial, and 
public groups increasing attention is being given to tariff and related prob 
ems. The problems of the intricate relationships referred to in the President's 
message quoted above, between domestic and foreign economic policies, have 
ecome increasingly difficult as well as increasingly necessary of solution 

We are convinced that under all of the foregoing conditions the Commission’s 
expert experience in the problems of tariff and commercial policy, its accumu 
ited body of factual information, and its objective approach to these com 
plicated tariff and foreign-trade problems, will be increasingly required during 
the coming fiscal year. We believe, accordingly, that the full amount of our 
revised request for 1954 will be required, as a minimum, to meet the Commis- 
sion’s needs, 

We will be glad to answer questions or to furnish any additional information 
that may be of assistance to the committee 


RESTORATION REQUESTED 


Senator Maypank. Will you be satisfied with the budget recom- 
mendation ¢ 

Mr. Brossarp. Yes. That is what we have asked for. 

Senator MayBank. You are asking for a restoration of the House 
cut? 

Mr. Brossarp. Yes. 

Senator Maysanx. Why did you do that? 

Mr. Brossarp. Because we think that with anything less we cannot 
do the work adequately that we have been doing. 

Senator Maynank. The business of the Tariff Commission has 
increased, has it not? 

Mr. Brossarp. Yes; tremendously, and our appropriations have not 
increased at all. We have less employees all the time. 

Senator Maysank. Do you have any idea how many employees your 
money in 1940 prov ided for ? 

Mr. Brossarp. In 1940 we had 301 employees. 

Senator Mayspanxk. How many do you have today / 

Mr. Brossarp. This year our money would provide for an average 
of 204 and we actually have 195 employees at the present time. 

Senator Maysank. In other words, you have been cut about one- 
third or more? 

Mr. Brossarp. That is right. 

Senator Maypank. I think this subcommittee the last few years has 
been very kindly disposed to what the Tariff Commission has asked, if 
I might speak for the other members who are not here. 

Do you have anything else that you wish to say ¢ 

Mr. Brossarp. We have put our statement in the record, and I think 
that that is sufficient. 
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Senator Maysank. I think the Tariff Commission with their reduc 
employment has done a very good job. 

Mr. Brossarp. I thank you. Our staff is down now to where real! 
if we do not get some help, we cannot do the things we are requir 
to do. 

Senator Maypank. You are asking this subcommittee to recon 
mend to the full committee, which in turn is to recommend to the Se 
ate, that the recommendations of President Eisenhower and Mr. Dodge. 
who is an excellent businessman, be kept intact and not be reduc¢ 
by the House ? 

Mr. Brossarp. That is right. 

Senator Maypank. Thank you. 

The next group is the War Claims Commission, Mr. Cleary. 


WAR CLAIMS COMMISSION 


STATEMENTS OF DANIEL F. CLEARY, CHAIRMAN; MRS. GEORGIA 
L. LUSK, VICE CHAIRMAN; F. BYRNE AUSTIN, EXECUTIVE 
DIRECTOR; MRS. LUCY S. HOWORTH, DEPUTY GENERAL COUN 
SEL; FRANK W. BARTON, DIRECTOR, CLAIMS SERVICE; AND 
WALTER H. SCOTT, ADMINISTRATIVE OFFICER 


REVISED ESTIMATE 


Senator Maypank. The appropriation for 1953 was $984,550. Thi 
original budget for 1954 was $900,000, and the revised budget is $850, 
000. The House figure was $750,000. 

I will submit this letter dated March 20, 1953, for the record. 

(The letter referred to follows:) 


War CLAIMS COMMISSION, 
Washington, D. C., March 20, 19528 
Hon, LEVERETT SALTONSTALL, 
Chairman, Subcommittee on Independent Offices Appropriations, 
United States Senate, Washington, D.C. 

My DEAR SENATOR SALTONSTALL: The War Claims Commission is in receipt ot! 
a letter from Mr. Joseph M. Dodge, Director, Bureau of the Budget, dated March 
17, 1953, stating that a reduction of $50,000 must be made in the Commission's 
estimate for the fiscal year 1954. A copy of the letter from Mr. Dodge is en 
closed herewith. 

It is required further by the Director, Bureau of the Budget, that the esti 
mates heretofore presented to your committee be revised to accord with the re 
duction in the total amount requested from $900,000 to $850,000. 

The Commission has been informally advised by a representative of the Bureau 
of the Budget that no specific items in the budget as submitted to your commit 
tee have been reduced by that office, but rather that an overall reduction of 54 
percent has been made, and that the Commission may use its discretion in ap 
portioning the total reduction among the several object classifications. 

It is understood that at this time your committee does not desire to be furnish- 
ed with a detail of the changes made in the estimates of the War Claims Com 
mission as a result of this reduction. Information as to such detail will be 
furnished at your convenience and upon request. 

Sincerely yours, 
DANIEL F. CLeary, 
Chairman, War Claims Commission. 
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PREPARED STATEMENT 


Senator Maypank. If we give you the budget recommendatiotr 
Mr. Dodge and the President, would that be satisfactory ¢ 

Mr. Cieary. Yes, sir. 

Mr. Chairman, | would like to present this short statement to the 
committee. 

The War Claims Commission requests authorization to use less 
money from the war-claims fund, a special trust fund, for fiscal year 
1954 than it is presently authorized to use in fiscal 1953. The revised 
amount requested by the President is $850,000 for fiscal 1954. The 
authorization for fiseal 1953 is $984,550. The pomp Is $154,550 less 
than the current suthborinatineh a reduction of 13 percent. 

The House Committee on Appropriations struck from the request 
the sum of $100,000, or approximately 11 percent. In view of general 
conditions, this further reduction of 11 percent would not appear out 
of line; however, the sum of $750,000 recommended by the House 
committee is $234,550, a reduction of 24 percent from the sum author- 
ized for fiseal 1953. 

Under the circumstances, 24 percent is not only a large reduction 
but presents a special problem, since it comes as the Commission ap- 
proaches the last full fiscal year of its operation. As a consequence, 
there will be thrown into the 9 remaining months of the Commission’s 
life a greater load of work than is administratively wise. The Com- 
mission, therefore, respectfully requests the restoration of the reduc- 
tion made by the House committee. 

The Commission has been in operation 3 years and 7 months, It is 


required by law to wind up its affairs and close up shop no later than 


March 31, 1955. 


CATEGORIES AUTHORIZED 


Under the basic War Claims Act of 1948, Public Law 896, 80th 
Congress, the Commission was given three categories of claims to ad- 
judicate and certify for payment, namely : 

(1) Claims of certain civilian American citizens for “detention” 
benefits, 

(2) Claims of former military prisoners of war for insufficient 
food received by them, and 

(3) “Reimbursement” claims of certain religious organizations 
functioning in the Philippines Islands. These claims must have been 
filed by March 31, 1952. ' 

On April 9, 1952, Public Law 303, 82d Congress, was approved. 
This new enactment authorized the Commission to receive, adjudicate 
according to law, and provide for the payment of two additional 
categories of claims. ‘There are: 

(1) Claims of former prisoners of war, compensated at a rate of 
$1.50 per day, for inhumane treatment and/or compulsory labor at 
the hands of enemy governments during World War II contrary to 
the provisions of the Geneva Convention of 1929. The date for filing 
these claims expired April 9, 1953. 

(2) Claims of religious organizations functioning in the Philip 
pine Islands, and affiliated with religious organizations in the United 
States, for the postwar replacement cost of properties used in their 
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medical, welfare, and educational work which were lost or damayg 
in the Philippines as a consequence of World War Il. These ela 
must have been filed by October 1, 1952. 


INCREASE IN WORKLOAD 


The extent of the increased workload is revealed by the follow 
figures: Prisoners of war, number of claims, 195,000; religious orga 
izations property, number of claims, 88; total claimed amou 
$53,718,660.84. 

The Commission is currently on schedule and had planned, as 
pears from its justification, to wind up its affairs before March 
1955, as required by law. However, the full effect of the reducti« 
of $100,000 recommended by the House Committee on Appropr) 
tions cannot be fully determined, and the War Claims Commissi: 
urgently requests the restoration of this amount so that it may win 
up its affairs in an orderly manner. 

The sum of $850,000 would be used to maintain an average emplo 
ment of 175, a decrease of 37 from the average 212 in fiscal 1953. 


CLOSING OF ARMY RECORDS OFFICE IN MANILA 


The Commission is closing its Manila field office on May 15, 19: 
because the Department of the Army closed the Adjutant Genera! 
Record Depository (AGRD) office in Manila on January 20, 195° 
All records have been transferred to St. Louis. The Commission ha 
planned to continue its field office in Manila through fiseal 1954. 

However, with the closing of the Army Records Office there is | 
necessity for maintaining this office. The date for closing the fiel: 
office, May 15, 1953, is 5 weeks after the deadline, April 9, 1953, f 
filing the new prisoner of war claims and allows time for receipts of 
all claims and an orderly closing. The Commission has been and wi 
continue to be economical on its management. Unexpended admi 
istrative funds are returned to the war claims fund. 

The War Claims Commission is not supported by tax receipts. Bot 
the administrative costs of the Commission and claims authorized by 
the act are paid from the war claims fund. Hence the Commissic: 
does not request an appropriation but an authorization to draw fron 
the war claims fund. 

In effect, the Congress fixes a limitation upon the amount the Wa 
Claims Commission can use for administrative expenses. The Cor 
gress in section 13 (e) of the War Claims Act of 1948 provided: 

There are hereby authorized to be appropriated out of the money in the w 
claims fund, such funds as may be necessary to enable the Commission to cat 
out its functions under this Act. 


WAR CLAIMS FUND 


The war claims fund is derived from the net proceeds of liquidated 
vested assets of Germany and Japan covered into the Treasury by th: 
Office of Alien Property Custodian, Department of Justice. 

The Commission at this time is very glad to inform the committee 
of the completion of the supplementary report of claims arising out 
of World War II, as required by section 8 of the act. This report 
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Wits forwarded to the Co VLress Jar 


House Document 67, 83d Congress. 
Mr. Chairman, riy colleague s and ] will be pleased to answe} 
questions which the committee may desire to as reiat e to the Cor 


mission’s activities and to this reques 
Senator MayBank. IT notice you were thinking about the t ixpayel 
Is there anything else that you want to add ¢ 
Mr. Cieary. No, sir. 
Senator Maynank. You are asking the Senate subcommittee to 
restore the figures of the Director of the Budget and President Eise1 


iower recommenced to the ¢ ‘oneress ¢ 

Mr. Cieary. Yes, sir. 

Senator Maypank. Why did the House cut you / 

Mr. Curary. I do not believe the House was fully cognizant of the 
fact that we have only one full fiscal year left in our existence and must 
complete adjudication of claims. 

Senator M \YBANK. You recommended that we limit it to that before 

Mr. CLEARY. Yes, Sir. The date for closi im activities has hee 
established by the Congress for some time. 

Senator Maynank. All I want to know is if you are satisfied with 
what the President of the United States and the Director of the Budget 
recommended ; whether you think the House cut would go too far to 
do what you told us years ago you would do? 

Mr. Cueary. Yes, sit. 


RESTORATION REQUESTED 


Mrs. Lusk. We would be very happy to have it restored if it could 
be arranged so that our plan of work for the year could proceed wit] 
out interruption. 

Senator Maysank. You are perfectly willing to agree to what you 
said before in years gone by; but if you get what the President recom 
mended and what the Director of the Budget recommended, you will 
have enough ? 

Mrs. Lusk. Yes, sir. 

Senator SatronsTaLi (presiding). So you would like $100,000 re 
stored. Thank you. I have no questions. I am confident Senator 
Maybank has handled this subcommittee quite well. The Chair 
thanks Senator Maybank for his cooperation. 

Senator Maynank. It is always an honor to cooperate with you. 

Senator SavronstatL. The Chair would like to say that there will 
be no witnesses on housing’ this afternoon, if anybody is here who iS 
interested, and that we will have open hearings on housing tomorrow 
morning at 10 o’clock and then we will hear the independent witnesses 
as far as we can after the agency representatives. 

We will now recess until 10 o’clock tomorrow morning. 

(Whereupon, at 3:15 p. m. Friday, April 24; 1953, the committee 
recessed, to reconvene at 10 a. m. Saturday, April 25, 1953.) 
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SATURDAY, APRIL 25, 1953 


Unirep Srares SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Wash ington, D.C. 
The subcommittee met, pursuant to recess, at 10:15 a. m. in room 
212, Senate Office Building, Hon. Leverett Saltonstall (chairman) 
presiding. 
Present: Senators Saltonstall, Ferguson, Maybank, Ellender, and 
Magnuson. 


HOUSING AND HOME FINANCE AGENCY 


STATEMENT OF ALBERT M. COLE, ADMINISTRATOR, ACCOM- 
PANIED BY: OFFICE OF THE ADMINISTRATOR—B. T. FITZPAT- 
RICK, DEPUTY ADMINISTRATOR AND GENERAL COUNSEL; 
NATHANIEL S. KEITH, DIRECTOR, DIVISION OF SLUM CLEAR- 
ANCE AND URBAN REDEVELOPMENT; JOSEPH H. ORENDORFF, 
DIRECTOR, DIVISION OF HOUSING RESEARCH; PERE F. SEWARD, 
COMMISSIONER, DIVISION OF COMMUNITY FACILITIES AND 
SPECIAL OPERATIONS; J. STANLEY BAUGHMAN, PRESIDENT, 
FEDERAL NATIONAL MORTGAGE ASSOCIATION; JOHN M., 
FRANTZ, DIRECTOR, BUDGET AND ORGANIZATION STAFF; 
FEDERAL HOUSING ADMINISTRATION—GUY T. 0. HOLLYDAY, 
COMMISSIONER; WALTER L, GREENE, DEPUTY COMMISSIONER; 
ALLAN F. THORNTON, DIRECTOR, RESEARCH AND STATISTICS 
DIVISION; HORACE B. BAZAN, DEPUTY DIRECTOR, BUDGET 
DIVISION; HOME LOAN BANK BOARD—WILLIAM K. DIVERS, 
CHAIRMAN; THADDEUS CORCORAN, BUDGET OFFICER; PUB- 
LIC HOUSING ADMINISTRATION—-JOHN TAYLOR EGAN, COM- 
MISSIONER; JAMES F. KELLY, DIRECTOR OF BUDGET; MAR- 
SHALL W. AMIS, GENERAL COUNSEL 


STATEMENT ON GRANT-IN-AID FOR SLUM CLEARANCE 
BY SENATOR FERGUSON 


Senator SaALtronsTaLuL. The committee will come to order. 

We have a distinguished member of the Appropriations Committee 
here who would like to say just a few words. Senator Ferguson, 
would you care to give us what you have to say? 


383 
82743—53——-25 





384 FIRST INDEPENDENT OFFICES APPROPRIATIONS, 1954 


Senator Fercuson. Yes. I wanted to say that in relation to pa 
22 of the bill in relation to grant-in-aid for slum clearance. \{\ 
colleague, Congressman Oakman, in the House from the 17th Dis 
trict, Detroit, took part in the debate in relation to the chang: 
language. 

LANGUAGE CHANGE 


I think the difficulty apparently was one of fear of administratio 
The language as formerly in the bill was 
which are primarily of direct benefit to the project and which are necessary 
serve or support the new use of land in the project area in accordance with 
redevelopment plan. 

We have in Detroit at the present time, and it is part of the poli 
of the mayor of Detroit and the people of Detroit, too, instead 
having the ordinary building of the housing by the Federal Gover 
ment, use this plan of clearance, slum clearance and redevelopment o! 
the district, subdividing it if necessary and putting in wider street 
and some recreation facilities and so forth, as part of it, and then hay 
it done by private enterprise. 

I share those views, and I think that the fear was one probably o 
administration under the words “primarily of direct benefit.”’ 

It would appear to me that we would not need to change tl 
language, that all we would have to do is to put in the report that w 
believe that the administration should be that in proportion to th 
need. For instance, if you built a school that would accommodat: 
more students than were necessarily in the new district and used it 
for some other part of the city, that the proportional costs would bh: 
allowed to be used here. I think that would solve your whole problen 

Mr. Firzparrick. Senator, that is provided in the basic act now 
if the public facility is not primarily for the benefit at the project on! 
the portion of it that benefits the project directly and substantial! 
may be prorated and counted as a local grant-in-aid. 

Senator Frerauson. | think further language, though, even though 
it is primarily necessary, if we could just use the report, we could 
explain it. 

Mr. Frrzparricx. Yes. There is a second provision in the basi 
statute, Senator, following the part to which you referred, that covers 
the proration of project costs where the principal or primary benefit 
does not go to the redevelopment project. 

Senator Ferguson. I do not think it is necessary to change the basi 
law, 

Mr. Frrzparricx. No, sir. The other provision is that where it is 
of direct and substantial benefit, both to the project and to other 
areas, then you prorate the cost. 

Senator Frerauson. Yes. So | hope that this committee will se: 
fit to strike this provision out, and that will take it to conferenc: 
And if we desire, we can use language in the report to take care of th: 
situation. 

Senator Satronstaty. Thank you, Senator. Mr. Fitzpatrick 
while Senator Ferguson is still here, this is new language inserted by 
the House from page 21, line 19, through page, 22 line 15. Is that 
right? 

Mr. Firzparrick. Yes, it is, sir. 

Senator SALTONSTALL. Is that language necessary? 
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Mr. Coie. We do not think it is necessary, Senator. We think it 
is undesirable. 

Senator SatronstaLu. This is Mr. Cole, the new Housing Admunis- 
trator speaking? 

Mr. Cote. Yes. 


MEETING WITH HOUSE APPROPRIATIONS COMMITTEE 


Mr. Frrzparricx. I may say, Senator, that at a session yesterday 
morning with Mr. Phillips and Mr. Thomas of the House Appropria- 
tions Committee, the matter was gone into extensively. I think that, 
generally speaking, Mr. Phillips felt, when he had heard the various 
witnesses, that it was a matter primarily for administration, and did 
understand that the way in which the change was proposed to be 
made would have completely changed the formula in the basic act 
and made it completely unworkable. 

Senator Frreuson. I agree with that. 

Senator SaALTonsTALL. So that you gentlemen agree with what 
Senator Ferguson says—that this language should be stricken out 
by the Senate and at least taken to conference? 

Mr. Firzparrick. Yes, sir. 

Senator Ferauson. Do you wish to speak now, Mr. Keesling? 

Mr. Francis V. Keesiina, Jr. 1 am Francis V. Keesling, Jr 
San Francisco. 

Senator Fereuson. This is on the same thing, Mr. Chairman 

Mr. Kersiine. Senator Ferguson’s colleague in the House, M) 
Oakman, offered an amendment on the House floor, Mr. Chairman 
which would have eliminated the language in lines 2 to 12 on page 12 
Congressman Phillips requested that he withdraw the amendment on 
the commitment that he would discuss the matter with the Congress 
man from San Francisco, the Congressman from Detroit, and the 
Congressman from Pittsburgh. This matter was discussed yesterday 
and as Mr. Fitzpatrick has said, we understand Mr. Phillips and th« 
committee will be perfectly agreeable to the removal of this language 
now, on the basis that the matter is clearly an administrative function 

Senator SatronsTaLy. Thank you very much. 


PREPARED STATEMENT 


Now, Mr. Cole, in accordance with the custom that we have 
adopted in these hearings, you have a statement here which we will 
put in the record at this point at the start of the hearing, and then 
what we would like to have you do would be to summarize that 
statement briefly, or say anytbing in addition to it that you care to 
say. 

(The statements referred to follow:) 
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Action on budget estimates for fiscal year 1954 


Percent | Percent} 

me . | reduc- | Fede: | 

A > | Printec evised al-| tion tion | Allow- 
gency and program budget lowances | from | from | ance 

jprinted | printed | 

budget budget | 


Office of the Administrator: 
Supervision and coordination $960, 000 $929, 000 | 3,2 | $722, 100 | 
Slum clearance and urban redevelop- | 

ment... ‘ 2, 185, 000 1, 985, 000 9. 1, 585, 000 | 
Housing research 950, 000 800, 000 5. 0 
Advance planning 210, 000 195, 000 . 195, 000 
Programing | 245, 000 221, 000 9.8 85, 000 


Total, salaries and expenses 4, 550, 000 , 130, 000 vil 2, 587, 100 | 


Housing loan programs: 
Alaska ‘ 85, 000 78, 000 8. 63, 750 | 
College housing 450, 000 400, 000 225, 000 
Prefab ' 245, 000 162, 000 s 122, 500 

Total, housing loan programs 780, 000 640, 000 ; 411, 250 | 

Construction of defense community facili- | | 

ties 115, 000 115, 000 bd 112, 500 

Capital grants, slum clearance and urban 

redevelopment 20, 000, 000 | 20, 000, 000 a | 20, 000, 000 

Maintenance 60, 000 60, 000 bia 60, 000 | 

Nonadministrative under limitation 670, 000 | 570, 000 | 500, 000 |__ 

Federal National Mortgage Association...| 4,600,000 | 4, 200, 000 | 2, 300, 000 | 

Home Loan Bank Board: 
Board proper 775, 000 775, 000 775, 000 
Examining Division (nonadministra- | | 

tive) 2, 085, 000 2, 085, 000 | 2, 085, 000 | 
Federal Savings and Loan Insurance | 
Corporation 455, 000 455, 000 | | 455, 000 | 
HOLC liquidation (nonadministra- | | 
tive) | 24, 661 24, 661 10, 000 59. 

Federal Housing Administration | 
Administrative | §, 900,000 | 5, 600, 000 5. 5, 045, 500 14. 5 
Nonadministrative 28, 050, 000 | 27, 500, 000 | 2. 27, 500, 000 2 

Public Housing Administration: 
Appropriations (administrative) , 300, 000 600, 000 f 4, 948, 000 56. 
Authorizations (administrative) , 300, 000 , 300, 000 s 4, 025, 000 6. 

Annual contributions 39, 700, 000 | 39, 700, 000 | 32,500,000 | 18 
Nonadministrative ° 38, 826, 300 | 35, 963, 000 35, 963, 000 | 7 
Number of low-rent units 75, 000 35,000} 53.: 0} 100.0| 100.0 


| | 

















Source: Prepared by Budget and Organization Staff, Apr. 20, 1953. 


STATEMENT OF THE HovusinG AND HomME FINANCE ADMINISTRATOR 


Mr. Chairman and Senators, if I had my own way, I would always prefer to 
make a short opening statement, if any. However, this is a complicated bill for 
us, and today I do not have a short statement for you. With your permissior 
therefore, Mr. Chairman, I have a suggestion as to the procedure that might be 
followed to conserve the committee’s time and patience. My statement is some 
17 pages long, and covers about the same number of major subjects. I fear it 
would be tedious for you to hear me out without interruption. Accordingly, I 
suggest that it might be preferable for me to be interrupted at the end of each 
major point, so that I and the staff with me may answer any questions the members 
of the committee may have. 

There are present with me today 2 or 3 senior members of my own staff, as well 
as the Commissioners of the constituent agencies and the President of the Federal 
National Mortgage Association. I hope that before our session is over you will 
have the time to hear briefly from each of them—especially Mr. Baughman and 
Mr. Egan, because of the very drastic effects the pending bill would have on the 
operations for which they are responsible. In addition, 1 ask your permission to 
file forms setting forth the amendments we propose to the bill, and written state- 
ments explaining in more detail matters which at best will be covered briefly in 
the hearing itself. 

My comments are rather lengthy for two major reasons: first, the bill contains 
a considerable amount of complex and important legislation, quite apart from its 
appropriation features; second, the House action applies cuts to many of the 
budget items for this Agency which are unusual in their severity. 
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MAJOR LEGISLATIVE ITEMS IN THE BILL 


I want to talk first about several important legislative provisions included in 
the bill. In doing so, Mr. Chairman, | want to make it perfectly clear that I 
would not challenge in any way the sincerity and good purpose of the members 
of the House Appropriations Committee and of the House iteself who have sup- 
ported these provisions in the bill. Most of them are my former colleagues and 
good friends. But I am convinced that these issues would be better handled in 
a legislative bill, processed in the customary way by a substantive committe: 
after full opportunity for study and hearings covering all aspects of the problems 
involved. 

Essentially all that I am suggesting, Senators, is that we approach these 
matters in an orderly fashion. 1 am not now asking your committee to register 
dissent from the various policy views expressed by the House in legislative pro- 
visions of this bill. Rather, | recommend that by eliminating these provisions 
you refer these important problems to a more suitable channel for study and 
later consideration and action. On this basis my first recommendation to your 
committee is that it eliminate from H. R. 4663 certain provisions that are 
primarily legislative in character, as follows: 

1. The three provisos starting at page 21, line 19, which would amend title | 
of the Housing Act of 1949 with respect to the basis for determining gross project 
cost in connection with slum clearance and urban redevelopment, and which 
would impose certain new duties on the Administrator in connection with that 
program. 

2. The proviso at page 23, line 17, which would prohibit the initiation or con- 
tinuance of construction of public housing in any community where such housing 
has been voted on adversely, by referendum or otherwise, and would make 
certain provisions as regards repayment of Federal funds advanced in these 
communities. 

3. The proviso at page 24, line 13, with respect to the problem of additio 
low-rent public housing after June 30, 1953. 

4. The proviso at page 44, line 14, which would abolish the position of Assista 
Commissioner for Cooperative Housing in the FHA. 

5. The proviso at page 45, line 13, which would require the Public Housing 
Commissioner during the fiscal year 1954 to make every effort to refund all local 
bonds held by the PHA. 

On most of the above items, I will have occasion to comment further 
proceed. 

Turning now to the budgetary provisions of the bill more specifically, 1 want 
first to talk about the funds provided for the Office of the Administrator. In 
total, administrative expense funds of $3,110,850 are included, which is a cut of 
36 percent in the revised estimates approved for the Agency in March. As you 
know, the revised estimates were some 10 percent below those originally submitted. 

Of course, we have not had time to work out in full detail the effects of such 
drastic reductions. But let me say quite simply: I do not believe it could be wise 
to cut so deep. Looking down the list of programs and activities, I see cuts from 
the revised budget of 22 percent, 20 percent, 100 percent, 62 percent, 18 percent, 
44 percent, and 24 percent. The appropriation requested for salaries and expenses 
and the authorization requested for administrative expenses of the three housing 
loan programs were each cut by considerably more than one-third. Frankly, I 
am somewhat alarmed at the prospect of trying to do a job in the face of budget 
cuts like these. I do not know how it can be done. If I knew how to get these 
jobs done with a third less people, I would be glad to do it; but in good conscience 
I cannot promise you to do it when I have no present reason to believe it is 
possible, Like any other agency head, I can only do my job creditably if I have 
an adequate staff in my own office. I did not quarrel with the additional 10 
percent cut in the Dodge review of the budget. The resulting figure, it seems to 
me, is a conservative one that your committee can properly support. I hope 
you will do so. 

The bill includes a limitation of $40,000 for an organization survey to be made 
by me in collaboration with the President’s Commission on Organization. While 
I recognize and appreciate the thought behind this provision, I believe it might 
better be dropped out of the bill. I am sure that I need no special authority to 
make such a survey, nor is this provision worded so as to convey new authority. 
A dollar limitation is undesirable, in my judgment, because it would complicate 
bookkeeping and perhaps make it impossible for me to do certain parts of the fact- 
gathering job by assignments to different parts of the Administrator’s Office and 
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the constituent agencies—which in many cases will no doubt prove to be the 
most economical way to get necessary data assembled. I would be pleased if 
your committee were to add to the amount it approves for regular operations a: 
additional sum to help in the survey and study job I have undertaken. If you 
do, I think the figure of $40,000 is perhaps a little more than will be nevded 
While it is hard to estimate, I would suggest that $25,000 to $30,000 should do 
the job. 
SLUM-CLEARANCE PROGRAM 


For the slum-clearance program under Title I of the Housing Act of 1949, the 
House bill provides $1,585,000 for administrative expenses—a cut of 20 percent 
in the revised estimate. The effect of such a cut, naturally, depends upon the rea 
significance of the legislative changes proposed in the bill, on which the budget 
cut itself was based. 

The amendment starting on line 5 of page 22 would change the basic financing 
formula for the slum clearance and urban redevelopment program and would 
therefore seriously jeopardize the ability of a great many communities to pro- 
ceed with their present projects. As you know, this is a program which has gained 
wide acceptance by communities throughout the country, and it certainly has 
my full support. 

The law now permits certain types of supporting facilities (such as parks a) 
schools) to be included in the computation of gross project cost and of the r 
quired one-third local contributions to cover the net cost or loss on these projects 
Some 200 cities are proceeding with local programs under that formula, and a 
great many of them are depending on such supporting facilities in their plannins 
There is room for a great deal of doubt from the language of the amendment 
what its real intent is and what its exact result would be. The committee itself 
seemed to agree in the discussion on the floor that it was not entirely clear. | 
feel that if for no other reason, this type of amendment in the basic financing 
formula of the slum-clearance program should be referred to a substantive com- 
mittee for study. 

In any event, of some 92 projects for which cities are now preparing final plans, 
one-third are planning to use supporting facilities of the types apparently affected 
to finance a substantial portion of their local contributions. Under the language 
now in the bill, these cities would either have to drop out of the program or try 
to find other means of financing the local one-third share of project cost. Ther 
are 129 additional projects in earlier stages of planning for which plans for meeting 
local contributions have not yet fully erystallized. We do not know how many 
of these would be affected by the proposed change, but undoubtedly a great 
many would be. 

There is some indication that the actual effect of the language would go beyond 
the apparent intent. As it stands, the amendment removes local grants-in-aid 
of the supporting facility type from the computation of gross project cost, but 
still permits them to be counted toward meeting the required one-third local 
contribution. If that is indeed the result, the amendment is technically defective 
in that it would be mathematically impossible to finance a project under the 
amended formula. 

All in all, there seems to be ample evidence that this amendment would make 
for disorder and confusion in the slum-clearance program. I believe that such a 
study as may be necessary to change the financing pattern for this program should 
be undertaken by a substantive committee which would have an opportunity to 
examine into all of its effects—on the cities now in the program as well as on the 
Federal Government. This would provide opportunity, for example, for repre- 
sentatives of the cities to be heard after adequate preparation. I am sure they 
would consider that a fairer way of going about it. 

Let me mention briefly the requirements of the legislative provisos included in 
the bill with respect to code enforcement and utilization of FHA title I insurance 
for modernization loans. I am very much in sympathy with the objectives 
behind these provisions. I am suggesting that they be dropped from the bill for 
two reasons that have nothing to do with their purposes: First, I do not think 
they are necessary, in the sense that they add nothing substantial to existing law; 
second, I fear that they may lead to misunderstanding as to the real problems 
involved. In other words, these are fundamentally among the measures which 
we are required to promote and encourage under the slum-clearance program to 
prevent the spread and recurrence of blight. They are not overall cures for the 
slum problem and certainly they cannot alone do the slum-clearance job. 

With respect to administrative expenses for slum clearance, I have already 
pointed out that we are not yet fully certain what the effects of these legislative 
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previsos would be on the going program. After a quick analysis, it would appear 
that about a third of the local programs under final planning would be stopped 
either for complete recasting, or abandonment. If this should happen, the 
administrative expense figure provided in the bill might be sufficient. However 
f the committee accepts my recommendation and eliminates the legislative 
changes from the bill, this figure should certainly be substantially increased. The 
— amount is considerably below what we are actually spe nding now, whereas 

e will have a much larger workload to handle next year if the program goes ahead 
on the present basis. 

HOUSING RESEARCH 


The bill provides nothing for the housing research program. This would leave 
the Administrator, frankly, in something of a quandary, since the law makes it 
mandatory on him to conduct a research program. However, let that pass. I 
must point out that I do not believe you can properly eliminate all the funds from 
the administrative budget, even if you should decide to go along with the House 
action in this matter. Some staff would be needed simply to wind up the activity 
in an orderly fashion. In addition, the Administrator must have certain technical 
specialists available in connection with problems that arise in supervision and 
coordination of the housing programs and in advising the President and the 
Congress in these matters. I am referring to specialists in economic and financial 
matters, as well as the various architectural and engineering skills in housing. 
here must also be certain basic statistical information and reports which are 
essential to operations. Much of this has been available without added cost 
because of the existence of a research program. If that program is cut out entirely, 
the cost of such technical staff for supervision and coordination necessarily will 
increase. Accordingly, for these two purposes, I believe the appropriation in the 
bill should be increased by at least $300,000 even if the research program were to 
be terminated. 

I think it should be remembered that the Congress itself largely took the lead 
in identifying the need for a research program in housing. That need was 
repeatedly pointed out by legislative and special committees of the Congress over 
a period of several years. It was finally written into law in 1949, and since that 
time some $4.8 million has been appropriated to carry out the program. Of that 
amount, over $2 million was put into nearly a hundred studies and projects under 
contracts with universities and research organizations of various kinds. ‘The work 
stemming from those projects is far from finished, in the sense that some of them 
are not yet completed and much of the job of analyzing results and making them 
available to industry and the public has yet to be done. To my mind, it would be 
wasteful to wind up the organization now and leave the job already commenced, 
half done. 

Again, I am not only willing but anxious to make a thorough appraisal of what 
has been accomplished under the research program and to address myself with 
an open mind to the question of what kind of a program, if any, there ought 
be. My impression is that there have been substantial accomplishments 
have had a summary of the work done to date prepared so that it may j 
for your information. The revised budget contemplated $800,000 for this work 
or less than half the initial level Congress authorized. While that is a sligh 
increase over the current year, it still would seem to be a conservative rate 
which to move while we take a new look at it, without losing the benefits of what 
has already been done. That is the course I suggest to your committee 


COLLEGE HOUSING 


The college housing program is restricted in the bill to expenditures of $21 
million in connection with new loan commitments made after June 30, 1953. To 
avoid administrative difficulties, you might consider using the phrase ‘‘under exe- 
cuted contracts” in place of the word “committed” in line 8 of page 21, if this 
limitation is to remain. 

It is my understanding that this loan program was developed and suggested 
primarily by the institutions of higher learning themselves as a means of meeting 
their growing problem of financing student housing accommodations. I do not 
know that it is the best plan that could be devised. I think the nub of the prol 
lem is to find the best way by which these institutions can provide essential dormi- 
tory facilities at rates within the means of their students and with minimum 
reliance on the Federal Government. I think it should be studied. It seems to 
me there ought to be appropriate consultation with the associations representing 
these institutions, since they have a great deal of information and understanding 
of these problems. 
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Meantime, the budget program contemplated a volume limited to one-hal! 
the $300 million authorization in the 1950 act. This seems to me a conservat 
level and if the loans are carefully made and well secured I see no reason y 
the program should not proceed in that way until our studies can be complet 
I would suggest, therefore, that the limitation in the bill be dropped. 

However, I must point out to the committee that this limitation was ame 
on the floor of the House to put it on a much more liberal basis than the limita 
originally reeommended by the Appropriations Committee. The administrat 
expense figure was set by the committee on the basis of a limitation which wo 
have virtually frozen the program at the level of loans already committed. H. 
ever, when the limitation was liberalized on the floor no change was made i: 
administrative amount. It is most important, therefore, that your commit 
make this necessary adjustment. If the committee agrees with my suggestio: 
eliminate the limitation, the administrative expense appropriation should 
increased by $175,000. If the committee goes along with the amended limitat 
in the House bill the resulting program would be almost as large and the admi 
trative appropriation should be increased by $125,000—$150,000. 


PUBLIC HOUSING 


I believe I might well take up next the provisions of the bill in connect 
with public housing. 

First with respect to the highly controversial matter of new starts in the low 
rent public housing program. Without the debate on the floor, it might ha 
been concluded from the bill and the committee report that it was intended 
stop the program completely next June 30, with no new starts in fiscal year 1954 
However, the official interpretation offered by the committee in floor debat: 
would permit additional starts up to nearly 70,000 units: that is, all units under 
annual contributions contract as of its approval by the President and not 
started. In order to keep the record straight, let me state what I understa: 
would be the situation if the bill were enacted with its present language on the 
basis of the present record: we would be enjoined from entering into any new 
annual contributions contracts after June 30, 1953; we would be authorized a: 
expected to proceed with the performance of contracts then in effect. 

My own views on this matter are simple and clear. I do not advocate that th« 
program be stopped at the end of this year. Neither do I advocate that up t 
70,000 units be authorized to proceed without any limitation. I believe all th 
controversy and confusion over this matter strongly emphasize the common se! 
of the recommendation I made to the House Appropriations Committee in cor 
nection with the revised budget for 1954: namely, that the Congress continue 
the 1954 appropriation act the identical provisions it incorporated after long 
debate in the act for-1953. As the committee of course knows, these provisior 
authorized an annual program level of 35,000 until Congress shall make othe 
provisions. The basic decision, of course, remains in the hands of the Congr 
as it should. I have urged and I urge now that Congress defer that furth: 
decision pending the studies of this whole vital problem which I will make a 
Housing Administrator and the related studies which will be made by the Specia 
Commission on Federal-Local Relationships which President Eisenhower ha 
recommended be set up. 

I honestly think, Mr. Chairman and Senators, that this is a simple and sensible 
solution. It would avoid an endless amount of argument and acrimony. It 
would be in accord with the revised budget recommendation for this progran 
which, as I advised the House committee, was decided upon by the Execut 
Office of the President with my concurrence. I earnestly hope that your co 
mittee and the Senate will see fit to amend the bill along these lines 

The bill also contains legislative provisions which would forbid the starting 
or continuance of construction of any public housing units in any communit, 
which has expresed a desire not to have such housing by referendum or otherwis¢ 
and which makes certain provisions with respect to the repayment of funds whic! 
the Federal Government may have advanced in such cases. I hope you will not 
misunderstand my reasons for recommending that these provisions be deleted 
from the bill. I am in full and complete accord with the idea that no Government 
agency has the right to force public housing or any other kind of housing on a 
community which doesn’t want it. I know the Senate agrees with that idea 
There can be no argument about it 

However, it is one thing to sit here and reach agreement in conversation on a 
principle and policy which we can all share—it is quite a different thing to try 
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to draft legislative language which can be applied feasibly and fairly in all the 
many different situations that may arise. The re are a great many interests and 
people involved in these cases. Besides the Federal Government, there are the 
local housing authorities, the city governments, the architects, contractors and 
subcontractors, the owners of land and people whose lands have been condemned 
and bought up, and many others. There are wide differences in the State laws 
nvolved. I say to you truthfully that I think legislation on this sutject, espe- 
cially if drafted in the haste of processins this bill and without a great deal of 
careful legal research, is almost certainly going to do more harm than good 
Many members of this eommittee, of course, are attorneys and I believe that a 
mere reading of the language will at once raise so many doubts and ambiguities 
as to strengthen the point I have tried to make. 

I think, Mr. Chairman, that what we are dealing with here is basically a prob- 
lem of administration. Accordingly, administrative regulations are being pre- 
pared at my direction whieh will be designed to prevent any future recurrence 
of local situations such as those which have led to so much controversy and 
given this problem such prominence. Local situations already in dispute must, 
[ am afraid, be worked out individually as best we can. 

This proviso represents the third or fourth attempt, Mr. Chairman, to solve 
this problem by special legislation. The previous efforts have not worked very 
well, and this one, in my opinion, is no better. For that reason I hope you will 
agree that this is basically an administrative matter, and eliminate the proposed 
legislation from the bill. 

If you do not, however, I think it is very important that there be no misunder- 
standing later in the event that we are required to take action under the proposed 
language. I want to state very plainly, therefore, that this proviso appears on 
its face to be a legislative instruction to the agency to stop any local program in 
its tracks in the event there is at any time an adverse local vote through some 
formal procedure, whether by referendum or action of a local governing body, 
without regard to any other provision of law or of contracts that may be in force 
In the case of a project actually under construction pursuant to an annual contri- 
butions contract, we would be directed to cease advancing funds and breach the 
contract, leaving to the courts the adjudication of such matters as damages and the 
requirement of performance on the contract. I do not agree with that course of 
action on the part of the Government. However, that is what the language 
plainly says, and that is what we will do if it is enacted into law and invoked by 
circumstances. 

The bill includes a proviso which would require the Public Housing Commis- 
sioner to make every effort to refund all local bonds held by PHA during fiscal 
1954. There is no disagreement as to the ultimate objective involved. Iam sure 
the House committee would not have inserted this language, however, if they had 
had fuller information before them. This is a highly techical matter, and I do 
not propose to go into it at any great length unless the committee desires to lo so. 
Suffice it to say that we fully understand and agree with the objective of convert 
ing these bonds and using the cash to reduce the Treasury debt. The problen 
is one of timing, and it seems pretty certain that it will not be in the interest of the 
Government from the standpoint of fiscal management to attempt to do this whole 
job during fiscal 1954. Of course, this is a problem that must be worked out 
relation to other financing operations, and in close cooperation with the Treasury 
I recommend that this provision be eliminated with the clear understanding that 
these local bonds will be refinanced and the funds applied to reduce Treasury 
borrowings as rapidly as is reasonable and in the best financial interest of the 
Government under all the circumstances 

Finally in connection with PHA, Mr. Chairman, I must express my very 
great concern at an administrative budget figure of $8,973,000, which is some 
$4 million below the actual going rate of expense of the PHA today. Even if 
new construction of low-rent housing were cut out completely, contrary to my 
recommendation, I think it is pe —T clear that the PHA could not carry out 
its responsibilities under present law for the actual workload now on hand for 
this kind of a figure. It would be many months before their workload fell off 
to any great extent, while they would be faced with the immediate loss of 600 
to 800 people—or more than i in every 3. I have asked Mr. Egan to prepare 
for you a statement explaining what this kind of cut would mean to the organiza- 
tion and operations of PHA, and to identify concretely some of the responsibilities 
of the agency which simply could not be met if the administrative funds were 
cut as heavily as the House proposes. 
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FEDERAL NATIONAL MORTGAGE ASSOCIATION 


I am very much disturbed that in the provision in the House bill with respe 
to administrative expenses of FNMA the revised budget of $4.2 million is ¢ 
by almost 50 percent—to $2.3 million. Frankly, I do believe that it is impossi 
to operate the Association’s program and do an acceptable job with that k 
of figure. 

In its report the Appropriations Committee suggested that it would be feasil 
to make this drastic cut because of a provision in the bill contemplating the sal 
of a billion dollars in mortgages during fiscal 1954. As you know, this proyisi 
was eliminated on the floor. However, I think the committee’s conclusion wa 
based on a misunderstanding. Even if it were possible to sell as much a 
billion dollars worth of mortgages it would not be possible to do so overnig! 
The job would have to be spread over the whole year. The sales job itself wo 
be a very big and difficult one. There would be no immediate and drastic dr 
in the workload of FNMA. 

I am sure many members of this committee know of the demonstrated recor 
of economy in FNMA operations. I am convinced myself that most of the r 
duction made by the House should be restored in your action on this bill 
believe at this point it might be helpful for the president of the association, M 
Baughman, to explain to the committee what a budget as low as $2,300,000 wo 
mean in terms of operations. : 


FEDERAL HOUSING ADMINISTRATION 


The hill as passed by the House contains two matters of special significance i 
connection with FHA. The first has to do with the reduction in funds for genera 
administrative expenses and for necessary travel which would seriously hamp: 
FHA’s plans to overcome backlogs and deficiencies in its current operations w] 
have resulted from lack of adequate staff and to strengthen certain basic super 
visory and control functions essential to the protection of the Government i1 
underlying operations. 

The second item of concern would eliminate the position of Assistant Comn 
sioner for Cooperative Housing—a position which, as I understand it, was provid 
for on the initiative of the legislative committee which drafted the Bill. I will as} 
the new FHA Commissioner, Mr. Hollyday, to express his views on these subject 
at this time. 


OFFICE OF THE ADMTNISTRATOR 
Revised estimate poe HbA $4, 130, 006 


1953 act _ 4, 606, 000 
H. R. 4663 2° 587. 100 


(House hearings, pt. 3, pp. 1005-1101) 


(1) Page 19, line 9, strike out “$175,800” and insert in lieu thereof ‘“$21),300 
an increase of $35,500 above the amount allowed by the House committee. 

(2) Page 19, line 16, strike out ‘$2,587,100’ and insert in lieu thereof 
“$4,130,000”, an increase of $1,542,900 above the amount allowed by the House 
committee. 

(3) Page 20, lines 7 and 8, strike out ‘, but such nonadministrative expenses 
shall not exceed $500,000’’. 

(3a) Page 20, lines 8 to 12, strike out the entire proviso reading ‘: Provided 
further, That not to exceed $40,000 of this appropriation shall be available fora 
reorganization survey of the Housing and Home Finance Agency in cooperatio! 
with the President’s Advisory Committee on Government Organization’’. 

(4) Page 21, lines 5 through 8, strike out the entire proviso reading ‘‘ Provided 
further, That the Administrator shall not expend more than $21,000,000 during 
the fiscal year 1954 on loans to educational institutions not committed as of 
December 31, 1952”’. 

(5) Page 21, lines 19 through 24, and page 22, lines 1 to 3, the entire proviso 
reading ‘: Provided, That before approving any local slum-clearance program 
under title I of the Housing Act of 1949, the Administrator shall give consideratior 
to the efforts of the locality to enforce local codes and regulations relating to ade- 
quate standards of health, sanitation, and safety for dwellings and to the feasi 
bility of achieving slum-clearance objectives through rehabilitation of existing 
dwellings and areas’. 
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(6) Page 22, line 3 to 5, strike out the entire proviso reading = Provided 
further, That the authority under title I of the National Housing Act shall be used 
to the utmost in connection with slum rehabilitation needs’’ 

(7) Page 22, lines 5 through 15, strike out the entire proviso reading ‘‘: Provided 
further, That section 110, subsection (e) of the Housing Act of 1949 is hereby 
amended to read: ‘Gross project cost’ shall comprise (1) the amount of the ex 
penditures by the local public agency with respect to any and all undertakings 
necessary to carry out the project (includi the payment of « arry ing charge 
but not beyond the point where the project is completed, and excluding expen: 
tures for parks, playgrounds, public buildings, or similar facilities), ond (2 
amount of such local grants-in-aid as are described in clause (2) of section 110 
hereof”’ 

(8) Page 40, line 2, strike out ‘‘$411,250’’ and insert | thereof ‘‘$640,.000’ 
an increase of $228,750 above the amount allowed | he use mmittee 

(9) Page 40, line 22, strike out ‘$26,330’ and in t ir ereof ‘$27,600’ 
an increase of $1,270 above the amount allowed 


(Pertinent ¢ 

Sal aries and expenses. The bill ineludes § 
reduction of $1,962,900 in the budget est 
budget estimates, the amount recommended 
estimates is set forth below as follows: 


Salaries and expenses 
A gency -wide program Coord 
Slum clearance and urban ré 
pousins research 
Liquidation of public works advance 
Progr: aming of defense housing an 
ties 


Subtotal, salaries and expenses 


The redue tion of $237,900 il the estimate of $960 000 f fc 
coordination and supervision has been applied as { 
disallowed in the Division of Information, $36,375 in the 
in the Division of Housing Research, $17,450 in racial 
the regional offices, and $25,000 in connection with 
obligations.” 

Loans to educational institutions.—Out of a total a uthori 
for this purpose, $34 million had been committed as of Ja 
original budget proposed that this sum be increased to $94 m I 
fiscal year 1953 and that a total of $150 million would be committed 
fiscal year 1954. There is some doubt in the mind of the committe 
program, 5 years aiter the war, is as ne cessary Now as it was several yea 
There is also a question involving policy which should be resolved by the (¢ 
as to whether it was the intent to provide this money to educational ii ti 
which are well able to borrow money through regular banking channels witho 
Government help. For that reason the committee has inserted a provision it 
bill reducing the availability for the fiscal year 1954 to $21 million. 

Slum clearance and urban redevelopment.—The bill includes $20 million for tl 
purpose which is the budget estimate and $12 million in excess of the 1953 appro- 
priation. The amount recommended in the bill is the minimum sum required to 
meet actual disbursements which will be made under the progran the agency 
during the fiscal year 1954. While the committee has allowed the entire $20 milli« 
set up in the budget for this program, it will obviously occur to the Administrator 
that an examination of these projects not fully committed, in light of the proposed 
legislative changes, is in order before the Government is finally legally committed 
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to these grants. Under this heading the committee has inserted a provision requir 
ing that the authority under title I of the National Housing Act shall be used to 
the utmost in connection with slum rehabilitation needs. Rather than put a 
limitation upon the proposed FHA insurance activity which is the maximum the 
committee feels is justified in 1954, the committee urges the use of the insuring 
power under title I of the National Housing Act (repair and improvement loans 
to the utmost in connection with the rehabilitation needs under the slum-clearance 
program, 

Housing loan programs.—The items making up this program consist of the 
Alaska housing program, loans to educational institutions, and loans for pre- 
fabricated housing. Previously, authorizations or appropriations for these pur- 
poses were carried in separate paragraphs in the bill. For the three programs for 
the fiscal year 1954 the committee considered a total budget estimate of $780,000 
The committee has allowed $411,250 which is a reduction of $368,750 in the budget 
estimate. At other points in the bill the committee has recommended provisions 
which will effect substantial reductions in each of these programs. The reduction 
recommended by the committee in the administrative expenses provided by this 
paragraph are in line with the reductions recommended in connection with th« 
programs. A tabulation setting forth the recommendations of the committee i: 
connection with this item is set forth below as follows: 


Housing loan programs (limitation on administrative expenses) 


Budget Recom- | Bill com 
estimates mended in pared wit! 
1954 bill for 1954 /1954 estimat: 


1, 2%) 


Housing loan program: Alaska housing $85, 000 $63, 750 | —$2 
Housing loans to educational institutions 450, 000 | 225, 000 225, (x 
Loans for prefabricated housing. 245, 000 122, 500 —12 


2, 5K 


Total, housing loan program -- : 780, 000 411, 250 368 


SUPERVISION AND COORDINATION 


Under the terms of Reorganization Plan No. 3 of 1947, the Administrator 
was given the responsibility for agencywide program coordination and supervisio! 
The plan envisaged the Administrator as the principal housing official of th: 
Government, responsible to the President for advice and assistance in all matter 
pertaining to housing and home finance. In this capacity the Administrato 
and his immediate supporting staff are called upon to perform an extensive variet) 
of functions which are grouped under the activity title “Supervision and Coordina 
tion.” 

During the fiscal year 1954, Supervision and Coordination will play an increas- 
ingly important roll in the administration of the Agency and in the comprehensive 
review of all program activities throughout the Agency. The revised estimate of 
$929,000 is considered to be the minimum amount which is necessary to support 
staff required for these functions during the year. 


SLUM CLEARANCE AND URBAN REDEVELOPMENT 
Administrative expense 


In the revised estimates the Agency presented a request for $1,985,000 for 
administrative expenses for the program of slum clearance and urban redevelop 
ment. While the amount provides for a small expansion of the staff assigned to 
this activity, this expansion is a direct reflection of the rate of participation b 
local communities in the program and the oecurrence of new kinds of workload 
as projects progress during the budget year through the preliminary stages and 
into the land acquisition, preparation, and disposition phases. 

Restoration of administrative expenses in the amount of $400,000 is requested 
and justified as necessary in view of the projection of the program operations 
during 1954. 

HOUSING RESEARCH 


According to the committee report (p. 11) no funds have been provided in the 
‘Salaries and expenses’’ appropriation for the conduct of the housing-research 
program. The program of technological and economic research is authorized by 





FIRST INDEPENDENT OFFICES APPROPRIATIONS, 1954 395 


the Housing Act of 1948, as amended. During the earlier years of this program 
more than $2 million was appropriated for contract-research activities which are 
performed through laboratories and testing stations of the Federal Government, 
private nonprofit organizations and educational institutions. No contract- 
research funds have been available during the past 2 fiscal vears and the limited 
funds made available for staff expenses have been restricted to the analysis of the 
research conducted in prior years. Much that is considered of great value and 
significance is still coming from the research program. This information needs to 
be analyzed and prepared for distribution to the industry and the public so that 
the improvements and economies in materials and techniques can be put to use. 
The housing-research program, in other words, can not be halted abruptly 
On the one hand, it is in the Government’s interest to conclude work now in 
progress, On the other hand, numerous continuing responsibilities placed upor 
the Administrator by the research title of the Housing Act and related housing 
laws could not be performed. If an independent staff were maintained to provid 
the Administrator with these tools, it might well run to a number that is approxi- 
mately half of the entire staff requested in the research portion of the budget 


PROGRAMING 


Under the terms of Public Law 139 and the Defense Production Act, the Office 
of the Administrator has been engaged in a variety of activities related to the 
designation of critical housing areas and the programing of private and public 
defense housing projects. While it is true that this defense legislation expires on 
June 30, 1953, there are significant continuing responsibilities in connection with 
programed defense housing and community facilities which will require staff 
time on behalf of the Administrator. The revised budget estimate of $221,000 
may be compared with $860,000 expended for this purpose during the a 
year—a decline of about 75 percent. This decline is in clear recognitio1 
liquidating character of this activity The House committee record (p. 1 
suggests $85,000 as an adequate figure for liquidation. But, in view of the wide- 
spread distribution of the housing and community facilities projects, which we 
have programed the revised budget estimate is considered to be the minimun 
amount to support its liquidation, 


NONADMINISTRATIVE LIMITATION 


The language of the House bill includes a restriction on nonadministrati 
expenses for site inspection and audit of slum clearance and college housing 
projects. It is recommended that this limitation be stricken from the appropria- 
tion language. The cost of providing the services in question is reimbursed to the 
Government by the local bodies or educational institutions, and the level of 
activity is in direct relation to the volume of project activity. In other words, the 
timitation could conceivably serve to prevent the agency from carrying out the 
responsibility of protecting the government’s interests. While the amount recom- 
mended by the committee and approved by the House is not far short of the 
agency’s revised estimate, the deletion of the proviso is requested as a policy 
matter. It should be further pointed out that obligations of this character have 
no effect upon budgetary expenditures. 


REORGANIZATION SURVEY 


The next proviso in the salaries and expenses language refers to the availability 
of not to exceed $40,000 for an organization survey to be made in cooperation wit}! 
the President’s Advisory Committee on Government Organization. It is recom- 
mended that this proviso be dropped from the bill. The Administrator has every 
intention of examining agency operations and expects to cooperate fully with the 
President’s Committee. It is considered undesirable, however, to include a pro 
viso which would limit the Administrator as to the amount which may be used 
for this purpose. Whenever a limitation is established, separate accounts must 
be maintained on usage of the limitation. Consequently, this additional limita 
tion will add to expenses rather than provide any additional assistance with the 
survey itself. Another factor which should be mentioned is that the imposition 
of the limitation may serve to limit the extent to which the services and facilitie 
of present staff members of the Office of the Administrator and of the constituent 
agencies may devote to management and organization surveys of the type 
contemplated. 
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COLLEGE HOUSING 


The college housing program as proposed for the 1954 fiscal year would be 
limited to $50,000,000 in new commitments, making the cumulative usage of 
the $300,000,000 total authorization only $150,000,000 at the end of the 1954 
fiscal year. It is believed that until a complete study of this program can be 
mnade, including alternative sources of financing to meet the quite real problem 
confronting our educational institutions, no further limitations should be placed 
upon the program. Unless a substitute proposal can be developed to meet these 
needs, pressure will no doubt be brought upon the Government for assistance in 
view of the extensive plans which have been undertaken in good faith by inst'tu- 
tions relying upon the program. " 


StumM CLEARANCE AND URBAN REDEVELOPMENT 


A. Effect of proposed legislative proviso on financing of local slum clearance and 
urban redevelopment projects (H. R. 4663, p. 22, lines 5 through 15) 

If the proviso to amend section 110 (e) of the Housing Act of 1949 is adopted | 
of 2 results would obtain as follows: 

First alternative-—Local public agencies whose financing plans call for meeting 
all or a portion of their local grant-in-aid requirements through the provision at 
their cost of what are described as supporting public facilities (i. e., parks, play- 
grounds, public buildings, and other similar facilities) would be obliged to provide 
that share of their local grant-in-aid in the form of cash; or 

Second alternative-—Such local public agencies would be unable to repay the 
Government in full for temporary loans to be made available to them under 
section 102 (a) of the slum-clearance title to finance project expenditures. 

With respect to the first alternative, the number of communities which can 
meet their local grant-in-aid requirements entirely in cash, or in donations of land, 
site clearance and site improvement work in the project areas as provided in clause 
(2) of section 110 (d) is limited, for legal and other reasons. The impact of the 
proposed proviso can be measured by examination of the financing arrangements 


pee proposed for 91 projects for which local grant-in-aid data are available. 


-*ublic facilities of the type which would be eliminated under the proviso are pro- 


posed for half of these projects. In about one-third of these projects, such 
facilities comprise from 25 to 100 percent of the proposed local grants-in-aid, as 
shown in exhibit A. The feasibility of these projects would in all probability be 
seriously endangered by the amendment. Even those projects which could 
go ahead would require time-consuming rearrangements of their financing, and 
perhaps revision of the’entire plans. In a few instances communities are already 
proceeding, in good faith, with the provision of facilities for which they would 
receive no credit under the amendment. 

The amendment would have a similar impact on the 129 projects in the pre- 
liminary planning stage and on the slum-clearance programs of 62 localities where 
activities are just starting under reservations of capital grant funds. While the 
28 projects for which capital grants have been approved would presumably not 
be affected by the amendment, it should be noted that public facilities constitute 
$17,985,000 or 43 percent of the $41,702,000 of aggregate local grants-in-aid 
proposed in these 28 projects. In 16 of these projects they constitute 25 percent 
or more of the local grants-in-aid as detailed in exhibit B. 

With respect to the second alternative, the Administrator could not for legal 
and other reasons approve a project for which the financing plan did not provide 
ample security for the Government’s loan under section 102 (a). Under the 
proviso—as demonstrated in the illustrative example (exhibit C)—to the extent 
that a local public agency proposed meeting its local grant-in-aid requirements 
through the provision at their cost of parks, playgrounds, public buildings, and 
other supporting facilities, to that extent the local public agency would be lacking 
in sources for the repayment of the loan. 

Exhibit C illustrates the effect on financing a local slum-clearance and urban- 
redevelopment project of the proviso in H. R. 4663, which would eliminate from 
gross project cost the allowance for a new public facility but would also permit 
the Administrator, pursuant to clause (3) of section 110 (d), to continue to accept 
such allowance as a part of the required local contribution of one-third of net 
project cost. This example assumes that the local public agency proposed to 
meet its required contribution in part through the provision of a public facility 
(such as a school) benefiting the project and the remainder in cash at the com- 





FIRST INDEPENDENT OFFICES APPROPRIATIONS, 1954 397 


pletion of the project. The example compares the results under the present 
language in title I with the results under the proposed amendment 

Since such commitments would not be consistent with sound administration of 
the program, the practical effect of the amendment would be to foreclose approval 
of projects where localities propose public facilities as part of their local grants- 
in-aid. 

The consideration which Congress gave to the present financing formula is 
reflected in the reports of the legislative committees in both Houses of Congress 
recommending the enactment of the Housing Act of 1949. Thus, the report of 
the Senate Committee on Banking and Curreney said: 

“The bill, in effect, provides that the loss involved in connection with such 
clearance operations shall be shared on a to-1 basis; the Federal Government 
making up two-thirds of the loss and the local government making up one-third. 
Thus the capital grants may not exceed two-thirds of the losses on all clearance 
projects undertaken in any one locality. The balance of the losses must be borne 
by the local public agencies either in cash or through contributions other than 
cash, such as the provision of parks or schools necessary to support the new uses 
of land in the project area, the construction or relocation of streets and utilities, 
or the use of municipal labor and equipment to clear a project area.” 

The committee report also recognized proposals to reduce the Federal share 
and increase the local share of the net cost. ‘‘Your committee felt it unwise to 
accept such suggestions,”’ the report said, “because of the obvious fact that the 
aid extended must be sufficient not to be self-defeating If it is inadequate 
would either prevent the initiation of local programs or, by foreing overcrowding 
of the redeveloped areas, lead to the creation of more slums in the future 


B. Effect of the proposed legislative provisos on (a) enforcement of local codes and 
regulations, etc., and (b) use of title I of the National Housing Act 

The first proviso does not differ in essence from the present policies and re- 
quirements of the Agency in administering the title I program. In accordance 
with section 101 (a) of the Housing Act of 1949, effective review and considera- 
tion is given to local programs for, among other things, not only the enforcement 
but also the adoption, improvement, and modernization of codes and regulations 
relating to land use and adequate standards of health, sanitation, and safety for 
dwelling accommodations. 

Slum-clearance and urban-redevelopment projects supplement local programs 
for the enforcement of codes and regulations relating to adequate standards of 
health, safety, and sanitation for dwellings. Every effort is directed toward 
assisting localities in the development of integrated local programs in whic} 
enforcement, conservation, and rehabilitation are joined with clearance as part 
of balanced overall plans for community improvement. Slum-clearance projects 
through the clearance of the worst areas, support local rehabilitation enterprise, 
by making conservation and rehabilitation in neighboring areas feasible. 

Slum clearance and redevelopment are admittedly drastic and costly remedies 
and should be applied only in areas not susceptible to rehabilitation. Where 
rehabilitation is feasible in cities undertaking slum-clearance projects—whether 
within or outside the project area—title I of the National Housing Act should 
be used to assist owners of homes susceptible to being rehabilitated to finance 
such rehabilitation. However, the distinction between these two programs 
should be clearly drawn. ‘The slum-clearance program cannot be geared to the 
FHA title I program as directly as the amendment implies. 


C. Effect of reduction in administrative expenses 


The third provision in H. R. 4663 which would limit the ability of local public 
agencies to proceed with projects is the reduction in funds for administrative 
expenditures to a level below that of current operations As indicated in the 
following table, increases in administrative expenses for the slum-clearance pro- 
gram have been modest in comparison with the expansion in workload, both in 
terms of communities participating in the program and in terms of the progress 
of local programs to advanced stages of activity. The requested increase of 
about one-sixth in expenses and man-years contrasts with increases ranging up 
to 300 percent anticipated in major workload elements for the budget year. 
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Major program workload factors by fiscal years 


1953 T 
esti- Per 
mated Esti- (incre 

mated ove 


1950 1951 1952 
actual | actual | actual 


Program operations active at end of fis 
cal year 
Development Projects 5 7 17 57 117 
Final planning do ll 25 68 v0 105 
Preliminary planning Surveys 23 108 121 108 110 
f Projects 0 0 0 ~ 4 
| Dollars 0 0 0 | $8,000 |$20, 000 
Development operations approved Projects 4 3 10 40 65 
Final planning operations approved do 10 15 51 65 75 
Local program initiated Localities 31 92 43 $4 5O 
Administrative expenses Dollars $799 | $1,228 | $1,446 | $1,700 | $1, 985 
Employment woe ---.-----| Man-years.._| 101.8 180. 1 193. 9 230. 5 73 


Capital grant payments 


It appears particularly desirable from the standpoint of both the Governme 
and the participating localities that program administrative and legal staffs b 
augmented. Workload in connection with projects involved in land acquisitior 
clearance, and disposition—the culmination of several years of local planning a: 
development of projects suited to local needs and of interest to private redev: 
opers—is expected to double and even triple. The Government has an importa 
interest in the contracts to be let for purchase, demolition, clearance, and sale 
lease of project land since these transactions are normally financed with Federa 
loan funds and have a major bearing upon the amount of the capital grants 
be earned by the local public agencies. An adequate staff is necessary for 
proper review of proposed contracts and expenditures to insure an economica 
and efficient administration. Delays in processing due to insufficient staff 
inevitably postpone the period of settlement, resulting in higher administrativ: 
costs and financial charges for the local public agencies and the Federal Gover 
ment. 

The increase in workload in connection with projects in development is ex 
pected to be accompanied by a further increase in workload in connection wit 
local programs in the earlier stages of preliminary and final planning. Son 
50 additional localities holding capital-grant reservations are expected to co! 
mence the planning of their initial projects, and the preparation of final pla: 
and cost estimates is expected to be commenced in other localities for an est 
mated 75 projects. These activities represent an increase over the comparabl 
estimates for the current year and reflect also the continued interest in the p 
gram on the part of both large and small communities. 
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Impact of proposed amendment of sec. 110 (e): 44 of 91 projects approved for final 
planning as of Mar. 31, 1953 


Total 


Virginia 
North Carolina 
Puerto Rico 
Pennsylvania. - - 
lennessee 
Pennsylvania. - - 
Illinois 

Do 
New York 
California 
Puerto Rico 
New York 

Do 
Alabama 
North Carolina 
Missouri 
Puerto Rico 


New York 
South Carolina 
Pennsylvania 
Kentucky 

New York-_..-- 
Louisiana 


Pennsylvania...... 
Illinois 

lerritory of Hawaii 
Louisiana 

New Hampshire 
Illinois 


Virginia 

New Jersey 
Pennsylvania 
Illinois 

New Jersey _- 
Pennsylvania 
California 
Massachusetts 
Missouri hod 
New Hampshire--. 
Connecticut__.... 
New Jersey 
Territory of Hawaii 
Arkansas 
Pennsylvania 


Distribution of 91 projects by ratio of supporting facil 


Percent: 
0 tafe x 
0.1 to 24.9 
25 to 49.9 
50 to 74.9 
75 to 99.9 


Total 


Locality 


Roanoke 
Charlotte 
PRHA, Arecibo 
Philadelphia 
Johnson City 
Pittsburgh 
Chicago 
Robbins 
New York 
San Francisco 
Ponce 
New York 
do 

Montgomery 
Charlotte 
Kansas City 
PRHA, Rio Pie 

dras. 
New York 
Greenville 
Philadelphia 
Owensboro 
Schenectady 
Shreveport 


Philadelphia 
Chicago Heights 
Honolulu 

New Orleans 
Dover 
Kankakee 


Bristol 
Passaic 
McKees Rocks 
Danville 
Newark 
Turtle Creek 
San Francisco 
Somerville 

St. Louis 
Manchester 
Stamford 
Newark 
Honolulu 
Little Rock 
Harrisburg 


[Dollars in thousands] 


Estimated 
total 
grants-in- 


Commonwealth 
Project No. 2 

La Playa 

Mount Allen 
Fall St 

Lower Hill District 
79th and Western 
Project No. 1 
Williamsburg 
Western addition 
Palo de Pan 
South Village 
Delancey St 
Houston Hill 
Project No. 1 
Attucks 

El Monte 


Washington Square 
Sullivan St 
University 
Riverfront project 
Project No. 1 
Brooks-Howell-Short 
Line 
Southwest Temple 
East Side 
Samuel Wilder King 
Poydras 
Project No. 2 
Redevelopment 
No. 1 
Sullivan St 
Pulaski Park 
Project No. 1 
Project No. 2 
Broad St 
rurtle Creek project 
Diamond Heights 
Linwood-Joy 
Memorial Plaza 
Spruce St 
East Meadow 
Branch Brook Park 
John H. Wilson 
Granite Mountair 
Project A 


Ratio of 
supporting 
facilities 
to total 
local grant 


In-a1a 


Estimated 
supporting 
facilities 


to local grants- 
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Exursir B 


Role of supporting facilities in total local grants-in-aid: 28 projects with loan-gra 
allocations as of Mar. 31, 1958 


Total 


Illinois 
Maryland 
New Jersey 
Pennsylvania 
Do 
Puerto Rico 
Do 
New York 
Do 
Maryland 
Michigan 
Ilinoi 
New York 
rennesser 
New York 
New Jersey 
Do 
New York 
Do 
Virginia 


Minnesota 

New York 

Ohio 

rennessee 
Minnesota 

New Jersey 

Arkansas 

District of Columbia 


Distribution of 2 


Percent: 
0 


Locality 


Chicago 
Baltimore 
Perth Amboy 
Philadelphia 
io 
Mayaguez 
Pon 
New York 
do 
Baltimore 
Detroit 
Chicago 
New York 
Nashvill 
New York 
Jersey City 
Perth Amboy 
New York 


\¢ 


Norfolk 


St. Paul 
New York 
Cincinnati 
Murfreesboro 
Paul 
Jersey City 
Little Rock 
Washington 


8 projects by 


0.1 to 24.9 percent 


25.0 to 49.9 percent 
50.0 to 74.9 percent 
75.0 to 99.9 percent 
100.0 percent + 


Te wane 


[Dollars in thousands] 


Ratio 
Estimated E suppor 
total facilit 


vrant - ot 
a facilities | to total 
i oca 


timated 


Project supporting 


aif 
in-aid 


West Side, Ind 
Waverly 

W illocks 

East Popular No. 2 
East Poplar No. 3 
Malecon 

El Bosque 
Morningside 
Columbus Ciccl 
Broadway 
Gratiot 

Lake Meadows 


Corlears Hook 


Capitol Hill 
Fort Greene 
Gregory 
Forbesdale 
Harlem 
North Harlem 
Kedevelopment proj- 
ect No. 1 
Eastern project 
West Park 
Laurel 
lhe Bottoms 
Western project 
St. Johns 
Central area 
Southwest 


ratio of supporting facilities to local grants-in-ai 


Nume 


projects 
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Exursir C 


Effect on proposed proviso in H. R. 4668 on financing title I projects 


Financing Financing 
Item under pres under H. R. 
ent language | 4663 proviso 


Determination of Federal capital grant 
Project expenditures (item 1 of gross project cost 
Public facility (schooi) as noncash local grant-in-aid (item 
project cost) 


Gross project cost 
Proceeds from land disposition 
Net project cost- 


Local grants-in-aid: 
Noneash (school oor 
Deficiency cash 100, OO 


Total ‘ tr 50, 000 000 


Federal capital grant 500, 000 400, 000 
Repayment of loan for project expenditures 
Loans for project expenditures 000 900, 000 
Sources for repayment: 
Proceeds from land disposition 
Cash local grants-in-aid 
Federal capital grant 


Total _. 


Uncollectible balance 


Note.—This example demonstrates that the proposed proviso 
facility from the computation of gross project cost and per ts inclu 4S 
would result in a project wita $150,000 of the cash outlay cf the Federa! Governn 


HOUSING LOAN PROGRAMS 


The House bill reduces the amount to be made available for the 3 housing loan 
programs from the revised estimate of $640,000 to $411,250. This cut of more 
than a third is attributed to the committee imposed restriction on the size of the 
college housing program and to the fact that the prefab housing loan program is 
in liquidation. It should be emphasized that the Agency, as a part of this appeal 
is requesting the removal of the limitation on expenses under the college housing 
program. It should also be emphasized that in the preparation of the revised 
estimates due consideration was taken of the fact that the prefab program was to 
go into liquidation. The budget estimate for this activity was accordingly re- 
duced from $245,000 to $162,000. The additional reduction of 25 percent in this 
item imposed by the House committee would seriously impair the efforts of the 
Agency to expedite the liquidation of the outstanding loans. The Agency does 
not propose to spend any more than is necessary under any of these programs 
In all three cases the administrative costs are borne out of earnings from program 
operation. It is therefore requested that the authorization for the 3 housing 
loan programs be restored to the $640,000 revised estimate. 


STATEMENT BY J. S. BAUGHMAN, FEDERAL NATIONAL MorTGAGE ASSOCIATION 


Mr. Chairman, I appreciate this pportunity to state briefly why the reduction 
of 50 percent from the original $4,600,000 budget estimate to $2,300,000, con- 
tained in H. R. 4663 as that bill passed the House of Representatives, would pre- 
vent the successful operation of the Federal National Mortgage Associatior 
The House committee predicated this reduction in the authorization for FNMA 
upon two changes which it proposed in F NMA’s program, set out at page 39, 
lines 16 through 25, of H. R. 4663 as reported by the House committee, as follows 

“Provided further, That no part of this authorization shall be used to effect pur- 
chases of new mortgages not committed as of June 30, 1953, or commit the Asso- 
ciation to’ purchases of mortgages after June 30, 1953: Provided further, That 
during the fiscal year 1954 the Administrator shall make every effort to dispose of 
at least $1,000,000,000 of the mortgages held by the Association, subject, if neces- 
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sary, to discounts he may consider reasonable and advisable in the circumstanc: 
and to use the proceeds to reduce the borrowings from the Treasury.”’ 

Although both of these provisos were stricken from the bill prior to its adopti 
by the House, I[ should like to point out that the sum of $2,300,000 was not e\ 
sufficient to carry out that proposed program. The three principal points a: 

First: The sum of $2,300,000 would be insufficient, by approximately $200,00 
to cover even the minimum cost of administering the Association’s portfolio whi 
would average 298,000 mortgages during fiscal year 1954. It is quite appare 
that until such time as the $1 billion in mortgages (representing 150,000 mo: 
gages) could be actually sold and delivered to prospective purchasers during fis 
year 1954, FNMA would be obliged to service them. rovision must also | 
made for the cost of administering at least 36,000 new mortgages covering defen 
military, and disaster housing that the Association will be legally obligated 
purchase under its outstanding commitment contracts during that year. 

Second. The proposed sum would provide nothing to enable the Associati 
to attain the original objective of the House Appropriations Committee requir 
the sale of $1 billion in mortgages from its portfolio during fiscal vear 1954. 

Third. Also, the proposed $2,300,000 would provide nothing for the purp: 
of enabling the Association to process the purchase of the approximately 36,00 
new mortgages, aggregating $287,600,000 which the Association will be obligat 
to acquire during fiscal vear 1954 under its outstanding commitment contra 
covering programed defense housing (including atomic energy housing), Wher: 
Act military housing, and disaster housing. 

Mr. Chairmar, although on the floor the provisos above mentioned w 
stricken from the bill prior to its adoption by the House, no action was take: 
restore to the Association the requisite permission to use $1,900,000 of its fw 
that being the amount which the House committee had cut from the re 
request of $4,200,000 originally presented to the House committee. The m 
mum amount of its funds which the Association should be authorized to uss 
administrative purposes during fiscal year 1954 to carry out its programs u 
existing law is $4,200,000. Although we are not in a position to state at tl 
time either the exact extent to which FNMA will be called upon to purcha 
mortgages during fiscal year 1954 or the volume of mortgages which it wil 
required to sell from its portfolio during that year, I know the following: 


I 


As to sales from its portfolio, the Association expects to consult with 
Treasury for the purpose of determining the extent to which its present 
program should be expanded, in order that action taken by the Associatio: 
connection with the sale of its mortgages would be consistent with the prese: 
refinancing program of the Treasury. FNMA has been cognizant of the int 
of the Congress that it should not accumulate mortgages in its portfolio unnec 
sarily, and, therefore, has constantly stressed the importance of selling its mort 
gages in order to reduce its borrowings from the Treasury. The total sales mad 
by the Association through March 31, 1953, have been $841,775,000, and all of 
these sales were made at par or better. Through March 31, 1953, the Assox 
tion’s accumulated net income aggregated $118.5 million, from which FNMA, 
wholly owned Government corporation, has paid dividends aggregating $91.' 
million. In addition, FNMA has paid interest to the Treasury at the goi: 
interest rate for all moneys borrowed by it from the Treasury, and has also pa 
its administrative expenses out of its corporate earnings. 

In the preparation of its budget estimate FMNA contemplated an intensifi 
tion of its sales program for the purpose of increasing its mortgage sales duri: 
fiscal year 1954 to a total of $150,000,000 (involving the sale of 21,400 mortgages 
If it were possible to increase its mortgage sales during fiscal year 1954, 
Association’s sales expense would increase proportionately. Effecting the sales 
of mortgages is a costly operation. 


II 


With reference to the purchases which FNMA would be obligated to mai 
during fiscal year 1954 under its present outstanding commitment contract 
covering programed defense housing (including atomic energy housing), Wher 
Act military housing, and disaster housing, it is conservatively estimated that 
the Association would purchase 36,000 mortgages in those categories, aggregating 
approximately $287,600,000. This does not take into account any additiona 
purchases that the Association may be called upon to make during fiscal vear 
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1954 of GI mortgages covering nondefense housing. The legislative history of 
the Housing Act of 1952 discloses that Congress intended the Association to make 
such purchases. 

Ii 


With reference to the Association’s portfolio of mortgages, if we merely consider 
the number of mortgages which the Association will have on hand at the end of 
fiscal year 1953 and add the purchases previously mentioned which the Association 
will be obligated to make under its outstanding commitment contracts, the 
Association will have an average number of mortgages in its portfolio during fiscal 
vear 1954 of approximately 372,400 mortgages, aggregating $2.8 billion. To 
enable the Association to properly administer this portfolio during fiscal year 1954, 
it should be authorized to use its funds to the extent of not less than the sum of 
$3,060,000. 

In addition to the sum of $3,060,000 required to administer its mortgage port- 
folio, the Association should be authorized to use $1,140,000 of its funds for admin- 
istrative expenses involved in the acquisition of the mortgages for which it is 
now committed under outstanding commitment contracts and to conduct a sales 
program of the mortgages now in its portfolio. 

In conclusion, Mr. Chairman, may I call your attention to the fact that the 
Association’s administrative expenses, which are paid from its own corporate 
funds, have been held to an extremely low figure. The Association effected drastic 
economies in its administration during fiscal years 1951 and 1952, as I am sure 
your committee will recall, when the FN MA field offices were consolidated and 
reduced from 31 to 6 field offices. Because of these changes and as a consequence 
of the Association’s present economical operation, it has been able to keep its 
request for administrative expenses for fiscal year 1954 down to the minimum 
of $4,200,000. In order that the Association may be in a position to perform 
successfully the functions with which it has been entrusted by law, I respectfully 
submit that it should be authorized at this time to expend from its corporate funds 
the requested $4,200,000. 

Thank you. 


STATEMENT OF WiLiraAM K. Divers, CHAIRMAN, Home Loan Bank Boarp 


Mr. Chairman and gentlemen of the committee, we thank you for affording us 
the opportunity of appearing before you to request restoration of the reduction in 
the travel estimate of the Home Loan Bank Board recommended in the House 
hill. This committee has already been furnished with copies of our formal appeal, 
prepared in accordance with prescribed format. 

We deeply appreciate the action of the House committee in approving the 
respective overall amounts requested by us. Because of this, we very mucl 
regret the necessity of having to make this request We believe, however, that 
you gentlemen, after you hear our reason, will agree that we do not have much 
choice in the matter. 

As you know, the House bill (H. R. 4663) recommends reduction of the Board 
travel estimate from $30,000 to $20,000, a reduction of 33 percent We would 
be very glad to go along with this recommendation if it were at all possible. Asa 
matter of fact, in order to show our desire to cooperate as much as possible, we 
will endeavor to live within the amount of the travel allowance recommended 
by the House for the Federal Savings and Loan Insurance Corporation—even 
though the amount recommended ($4,370) also reflects a reduction of 33 percent 
from the amount requested ($6,500). 

The Board is required by law to make examinations of the 11 district Federal 
Home Loan Banks at least annually. In order to defray the cost of travel in 
connection with these examinations in 1954, the sum of $15,700 is included in the 
Board’s travel estimate. The Federal Savings and Loan Advisory Council, a 
statutory body, consisting of 17 members, set up to advise the Board, must meet 
at least twice a year, and oftener if requested by the Board. The members are 
reimbursed by the Board for travel expenses incurred in connection with such 
meetings held here in Washington. The travel estimate includds the sum of 
$3,800 for this purpose. The amounts provided for these two items, which 
amounts are based on prior years’ actual costs, total $19,500. This leaves only 
$500 available for the whole year for all other travel needs of the Board and its 
staff units, which include the three Board members, Legal Department, Super- 
visory Division, ete. The $500 is less than one-twentieth of the amount needed 
for these expenses each year for the past 5 years as reflected in the following 
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figures which show actual travel expenses of the Board over the last 5 fiscal y 
broken down into 2 categories, mandatory and other. 


Fiscal year Mandatory Other 


1948__. ‘ ce $18, 821 $12, 110 
1949_. 19, 790 10, 163 
1950__. L 22, 918 15, 979 | 
1951... 19, 018 10, O84 
1952 ‘ te 17, 906 10, 328 


Gentlemen, with this limited amount ($500), it would obviously be impossi 
for us to carry out the incidental travel which arises primarily in connection w 
the activities of the Supervisory Division, Legal Department, and also the Boa 
Members in meeting with the directors of the 11 Federal Home Loan Banks : 
with the saving and loan conference groups. As already stated, we are f 
appreciative of the favorable consideration given to our overall estimates by 
House and believe it is entirely likely that the House Committee did not 
recognize that nearly two-thirds of our travel estimate represents fixed travel co: 

The Home Loan Bank Board is primarily a regulatory and supervisory ager 
operating on a national basis in the field of finance. Thus, travel is a very 
portant part of its operations. This type of business demands that the Boa 
have available, at all times, sufficient travel funds with which to meet and ad 
quately handle any and all emergency problems or supervisory developments 
they arise. To restrict such funds creates a situation which is potentially da 
gerous and unnecessary; dangerous because it may prevent immediate a 
adequate handling of all problems or potential problems; and unnecessary beca 
such restriction does not conserve or save tax dollars or public funds, as the fu 
used in all the operations of the Board come from private sources. 

Gentlemen, in conclusion, we respectfully request you to restore to the Boar 
the reduction recommended in the House bill. We thank you for the opportun 
of making this statement and shall be happy to answer any questions you 
wish to ask. 


FeperRAL NaTIONAL MortGaGe ASSOCIATION 


Original budget estimate - - : ; . _.. $4, 600, 000 
Revised budget estimate ae women he oe Sian 1, 200, 00+ 
Proposed by committee ia oh tad aia 2, 300, 00 


(House hearings, pp. 13-14 
AMENDMENTS REQUESTED TO H. R. 4663 


(1) Page 38, line 17, strike out ‘$2,300,000’ and insert in lieu thereo! 
**$4,200,000”’, the amount of the revised estimate, or an increase of $1,900,000 

(2) Page 39, line 12, strike out ‘‘$95,750” and insert in lieu thereof ‘‘$120,000’ 

(3) Page 39, lines 13 to 15, strike out ‘“‘Provided further, That administrativ: 
expenses not under limitation for the purposes set forth in the budget schedules 
for the fiscal year 1953 shall not exceed $151,000:’’. 

(4) Page 39, line 13, after the colon add ‘‘Provided further, That the purchas 
of one passenger motor vehicle is authorized.” 


HOUSE REPORT NO. 276 
(Pertinent excerpt, p. 138, par. 4) 


“Authorization is recommended for the use of available funds to the extent 
of $2,300,000 for this purpose, which is a reduction of $2,300,000 in the budget 
estimate.” 

JUSTIFICATIONS 
(1) Administrative expenses 

The House bill reduces the revised budget estimate by $1,900,000, or 45 percent 

The minimum amount of its corporate funds which the Association should b« 
authorized to use for administrative purposes during fiscal year 1954 to carry out 
its programs under existing law is $4,200,000. 
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Although the exact extent to which FNMA will be called upon to purchase 
1ortgages during fiscal year 1954, or the volume of mortg which it will be 
required to sell during the year cannot be stated at this time, the following should 
be noted: 

1. Sales.—The Association expects to consult with the Treasury for the purpose 
of determining the extent to which its present sales program should be expanded, 
in order that action taken by the Association in connection with the sale of its 
mortgages would be consistent with the present refinancing program of the Treas- 
ury. Inthe preparation of its budget estimate FN MA contemplated an intensifi- 
cation of its sales program for the purpose of increasing its mortgage sales during 
fiscal year 1954 to a total of $150,000,000 (involving the sale of 21,400 mortgages 
If it were possible to increase its mortgage sales duri hiseal } r 1954, the Asso- 


ciation’s sales expense would increase proportionately ting the sale 
mortgages is a costly operatior 

2. Purchases With reference to the purchases which FNMA would be « 
gated to make during fiscal year 1954 under its present standing commit l 
contracts covering programmed defense housing (including atomic energy hous- 
ing), Wherry Act military housing, and disaster housing, it is conservatively esti- 
mated that the Association would purchase 36,000 mortgages in those categories 
aggregating approximately $287,600,000. This does not take into account ar 
additional purchases that the Association may be called upon to make during 
fiscal year 1954 of GI mortgages covering nondefense housing. The legislative 
history of the Housing Act of 1952 discloses that Congress intended the Associa- 
tion to make such purchases 

3. Portfolio —If we merely consider the number of mortgages which the 
Association will have on hand at the end of fiscal year 1953 and add the purchase 
previously mentioned which the Association will be obligated to make under its 
outstanding commitment contracts, the Association will have an average nu! 
of mortgages in its portfolio during fiscal year 1954 of approxit ly 372 
mortgages. To enable the Association to properly administ 
during fiscal vear 1954, it should be authorized to , 
not less than the sum of $3,060,000. 

In addition to the sum of $3,060,000 required to administer its 1 
portfolio, the Association should be authorized to use $1,140,000 of its f 
administrative expenses involved in the acquisition of the n f 
it is now committed under outstanding commitment contra 
sales program of the mortgages now in its portfolio 


j 


) Administrative erpenses— Travel 


la 

As a natural consequence of the reduction and consolidation of FNMA field 
offices from a total of 31 to 6, larger areas of responsibility were assigned to these 
remaining 6 field offices. Although this centralization resulted in a substantial 
overall savings, an increase in the travel expense potential occurs because of th 
more numerous and longer trips. The principal requirements for travel result 
from (1) travel by field auditors and to a limited extent managers and fiscal staff 
to the offices of F N MA’s servicers; (2) travel by the legal and administrative staffs 
of the field offices to areas in which foreclosures become necessary; (3) travel by 
mortgage specialists to financial centers in furthering the sales of mortgages held 
in FN MA’s portfolio. The increased sales effort will unavoidably increase travel 
expense. The amount of the travel authorization should be increased to $120,000 
to avoid the possibility of curtailment of essential travel 


(3) Nonlimitation administrative expenses 


The requested amendment goes not to the amount but to the limitation, which 
is a serious threat to program administration since it is impossible to estimate 
in advance these expenses. Legal fees, for example, are the largest item 
are essential to protect the Association’s substantial mortgage portfolio They 
are mainly expenses incident to ascertainment that liens and titles are acceptable 
in connection with mortgage purchases, expenses incurred, after purchass 
defend FN MA’s mortgages against adverse claimants, or to assert the 
sufficiency and priority of such mortgages, and other miscellaneous | 


Since the need for legal expenses fluctuates with changing nomic conditions 


a high degree of flexibility is required. The limitation s! ld be deleted. 


(4) Purchase of one passenger motor vehicle 


FNMA is now using an automobile (1947 model) made available to it by 
HHFA; however, since the maintenance and operation costs of this auté I 
have reached a high level, it has outlived its useful: The purchase 
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passenger motor vehicle by FN MA would meet its transportation needs, including 
pickup and delivery of mail, supplies and material, and equipment and messenge: 
service. The expense incurred in the employment of additional messenger: 
coupled with the cost of private transportation and taxicab fares would far 
exceed the cost of a new car. 

Transfer of a passenger motor vehicle to FNMA from another agency, after 
the proposed survey by the General Services Administration has been made, 
would be acceptable if it could be received at the beginning of the fiscal year when 
it will be needed. However, since a substantial delay may occur before such a 
transfer could be effected and since the-condition of the replacement car might 


also involve extensive repairs, it is urged that the recommended provisions be 
reincorporated. 


STATEMENT oF Guy T. O. HoLitypay, ComMMIssioneR, FepERAL Hovusine 
ADMINISTRATION 


Mr. Chairman, I appreciate this opportunity to discuss our budget. Let 
very briefly summarize the main points. 

In 1954 FHA will collect an estimated $138.3 million in fees and premiums 
Operating expenses are estimated at $33,100,000. In short, operating expenses 
are estimated at less than one-fourth of the fees and premiums to be collected 

Under our nonadministrative budget of $27,500,000, we will do more workload 
units than we did last year at lower unit costs. 

Under our administrative budget we have some very serious problems. From 
July 1, 1950, through the end of fiscal 1953, insurance in force is increased 51 
percent, while the administrative staff, which services this insurance and admin- 
isters our insurance programs, has been cut 23 percent. The result is that we 
are falling behind at an increasing rate on our day-to-day accounting work, i 
financial examinations of lending institutions and in supervision and control of 
our large decentralized insuring operations. For example, some 400,000 title I 
loans are backlogged. About $5 million of premiums are uncollected because 
of this backlog. We have had to forego virtually all mortgagee audits and most 
of the financial examinations of title I lenders this year. These examinations 
reduce claims, conserve FHA’s funds, and protect the public interest. We should 
bring this work current at the earliest possible moment. The weakening of 
controls over insuring operations is a serious threat to the long-term success of 
the program. They provide essential assurance that mortgage risks accepted 
by FHA all over the United States are sound and secured by good housing. 

In the 1954 administrative expense budget we ask $5,600,000, an increase of 
$715,000 over the current year’s budget. Of this $715,000, about $550,000 would 
be applied to curtailing backlogs and placing the work on a more current basis 
The remainder would be applied to the restoration of controls over insuring 
operations. 

The House bill provides $5,045,590. This would not be enough to eliminate 
the backlogs and keep up with the next vear’s current work. We would have even 
larger backlogs at the end of next year than we now have. 

The bill also limits administrative expenses for travel to $131,000. We have 
$146,000 available this vear. Next vear we will need an additional $38,000 mainly 
for deferred audits and financial examinations of lending institutions and field 
supervision. FHA has 187 field offices in the United States, Alaska, Hawaii, 
Puerto Rico, and Guam. Our Field Examination Section has been able to examine 
only 33 field offices this fiscal year. Travel is our only means ot obtaining the 
firsthand knowledge of conditions which is essential to effective direction of 
operations. 

I would also like to discuss with the committee the prohibition in the bill on 
the continued employment of an Assistant Commissioner for Cooperative Housing. 
First, let me say, the cooperative housing program fills an important need. [| 
think it should be continued. Second, it is a specielized field, separate and distinct 
from other FHA operations. For this reason the Congress provided by statute 
for a separate Assistant Commissioner. I have been Commissioner only a week, 

but I am familiar with FHA operations generally irom my experience in private 
business. I know that FHA enjoys a good reputation for efficiency in the business 
world. From what I have observed, cooperative housing is operating effectively 
under its present organization. I earnestly hope that the Congress will not dis- 
turb the organization before I have an opportunity to study it and determine 
whether any other form of organization would be more effective and economical. 

Thank you. With the help of my associates I shall endeavor to answer any 
questions which the committee may have 


me 
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FEDERAL HOUSING ADMINISTRATION 
INSURANCE IN FORCE AND ADMINISTRATIVE PERSONNEL 


PERCENT FISCAL YEARS 1950 - 1953 
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siaeiiihinait FHA FIELD WORKLOAD AND EXPENSE ta 


(IN THOUSANDS) SAVINGS RESULTING FROM IMPROVED PRODUCTION RATIOS (IN MiLLions) 
700 


woR 


( SAVING 
$ 4,298,000 


(ACTUAL) (ESTIMATE) (ESTIMATE) 
COST PER UNIT $ 42.78 $ 37.07 $36.46 
119568 


FeDERAL Hovusina ADMINISTRATION 


(Estimate, $5,900,000, revised to $5,600,000; bill of $5,045,590. The bill als 
places a limitation on $27,500,000, the amount of the revised budget estimate, 
on nonadministrative expenses classified and limited by sec. 2 of Publie Law 
387, approved October 25, 1949.) 


(House hearing, p. 1052) 


The Federal Housing Administration requests the following changes in tl 
appropriation bill (H- R. 4663) as reported to the House 

(1) Page 43, line 15, strike out the figure $5,045,590” and insert in lieu thereof 
**$5,600,000’’—the revised estimate, an increase of $554,410 in the authorizati 
above the amount allowed by the House committee 

(2) Page 43, line 22, strike out the figure “$131,000” and insert in lieu thereof 
$184 500’’—the revised estimate 

(3) Page 44, line 1, strike out the figure ‘‘$500’’ and insert in lieu thereo 
“$1500” 

(4) Page 44, lines 4 through 7, strike out “Provided further, That the position 
of Assistant Commissioner, established pursuant to section 213 (f) of the Nationa 
Housing Act, as amended, is no longer authorized” 


HOUSE REPORT 


House Report 276, page 15, is as follows 

“The Federal Housing Administration was created by the National Housi! 
Act of 1934. It is a noncorporate business-type agency made subject to the 
Government Corporation Control Act by the Housing Act of 1948. 

“The committee considered the budget estimate of $5,900,000 for the adminis 
trative expenses of this activity and has allowed $5,045,590, which is a reductio1 
of $854,410 in the estimate. $300,000 of the reduction provided in this item is 
due to the expectation that a backlog of work from the fiscal year 1953 can be 
absorbed, and the remainder is to bring funds required for personal services to 
a basis comparable to the anticipated workload. A further reduction of $28,410 
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has been applied in connection with the elimination of work in connection with 
cooperative housing. 

“The Administrator is urged to give consideration to the disposal of properties 
held by FHA as a result of foreclosure proceedings at the earliest possible moment. 
The majority of these properties were doubtful investments in the first place, 
and holding them for an indefinite period may only result in a greater loss to the 
Government.” 

JUSTIFICATION 
1) Administrative expenses 

Page 43, line 15, strike out the figure ‘'$5,045,590”’ and insert in lieu thereof 
“‘$5.600,000’’—the revised estimate, an increase of $554,410 in the authorization 
above the amount allowed by the House committee. 

From July 1, 1950, through the end of fiscal 1953 there is an increase of 51 per- 
cent in insurance in force, while the administrative staff which services this insur- 
ance and administers the insurance program has been cut 23 percent. As a result 
FHA has been falling behind at an increasing rate in its day-to-day accounting 
work, financial examinations of lending institutions and supervision and control 
over decentralized insuring operations. Some 400,000 title I loans are back- 
logged. About $5 million of premiums on these loans are uncollectible. Vir- 
tually all mortgagee audits and a large portion of financial examinations of title I 
lenders had to be deferred from 1953 to fiscal 1954. Such examinations reduce 
claims, conserve FHA’s funds and protect the public interest. They should be 
brought current as soon as possible. Weakened controls over insuring operations 
should be restored to provide reasonable assurance that the mortgage insurance 
risks accepted by FHA throughout the United States and its territories are sound 
risks secured by well-constructed housing 


2) Travel limitations 


Page 43, line 22, strike out the figure ‘$131,000’ and insert in lieu thereof 
“$184,500—the revised estimate. 

FHA has $146,000 available this year for travel. Next year an additiona 
$38,000 will be needed to carry out the audits and financial examinations of lend- 
ing institutions deferred to fiscal 1954 and to maintain adequate field supervisio1 
FHA has 137 field offices. The Field Examination Section has been able to ex- 
amine only 33 offices this year. No regular field mortgagee audits have been 
made. Only 160 of the approximately 1,000 title I financial examinations of 
title I lenders have been made this year. Travel is essential to obtaining first- 
hand knowledge of conditions necessary for the direction and control of the widely 
lecentralized FHA insuring operations. The revised estimate of $184,500 
needed, 


8) Limitation on newspapers and periodicals 


Page 44, line 1, strike out the figure ‘‘$500” and insert in lieu thereof ‘$1,500’ 

FHA requires technical and financial periodicals to keep its actuarial, engineer 
ng, architectural, and other technical staffs abreast of current developments 
lirectly relating to FHA construction standards, insurance operations, and mort- 
gage market conditions. For many years $1,500 has been allowed for the pur- 
chase of such periodicals. The limitation of $500 provides inadequate funds for 
the purpose and imposes a handicap on the efficiency of the actuarial and technical 
staffs disproportionate to the amount of funds involved. 


} Assistant Commissione ay oo pe ative Ho ng 


Page 44, lines 4 through 7, strike out ‘‘Provided 
\ssistant Commissioner, established pursuant to se¢ 
Housing Act, as amended, is no longer authorized.” 

Section 213 (f) of the National Housing Act requires a separate Assists 
missioner for Cooperative Housing. The Congress so provided because cooper: 
tive housing is a specialized field separate and distinet from other FHA operations 
lhe cooperative-housing program is operating effectively under the present 
organization. FHA does not believe that the cooperative-housing organization 
should be altered without adequate study to indicate whether another organization 
would be more effective and economical FHA therefore recommends that the 
proviso abolishing the position of Assistant Commissioner, Cooperative Housi 
be stricken from the bill. 
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Standard classification schedule 


Increase (+ 
| decrease ( 
} | docs be 

Fiscal year | Fiscal year| Amount 
Funds available for obligation 1953 esti- 1954 esti- | received 1953 esti- 
mate mate | by House mate @ 
| } compared 
with 1954 
estimate 


Bill 
par 
wit! 


esti 


Administrative 
Limitation or estimate r 000 000 | $5, 045, 590 5, 000 


Total obligations : j ‘ 5, 000 5, 000 | 5,045, 590 715, 000 


STANDARD CLASSIFICATION | 

| 
01 Personal services... sibel . 100 ; 075 | 4, 223, 490 570. O75 
02 Travel 000 500 | , 000 + 500 
03 Transportation of things fal , 000 5, 500 5, 000 2, 500 
04 Communication services ere 000 , 945 $9, 100 1, 945 
05 Rents and utility services ; 000 , 905 | , 000 +37, OOF 
06 Printing and reproduction. __. 000 000 , 500 000 
07 Other contractual services 5, 900 | 5, 575 | 38, 500 325 
08 Supplies and materials 26, 000 | , 000 , 000 , 000 
13 Refunds, awards and indemnities , 000 a here —1, 000 
15 Taxes and assessments 5, 000 5, 500 5, 000 500 


Total obligations. - , 885, 000 5, 000 , 590 715. 000 


Nonadministrative 
Limitation or estimate 27 000 | 27, 27, 000 


Total obligations. . 27, , 000 | 27, 500, 7, , 000 
STANDARD CLASSIFICATION 


01 Personal services 23, , 900 | 23, 200 | 23, 560, 200 78, 300 
02 Travel 736, 000 400 1, $16, 400 4 100 
03 Transportation of things : , 700 700 84, 700 , 000 
04 Communication services : 275, 000 , 000 274, 000 1, 000 
05 Rents and utility services , 075, 000 , 134, 000 1, 134, 000 000 
06 Printing and reproduction 275, 000 | , 700 281, 700 i, 700 
07 Other contractual services 70, 000 2, 000 72, 000 +-2 000 
08 Supplies and materials 50, 200 53, 800 | 153, 800 +3, 600 
09 Equipment ‘ 134, 000 95, 000 95, 000 9, 000 
13 Refuuds,awards and indemnities 200 | 200 200 : 

15 Taxes and assessments ; 000 27, 000 27, 000 1, 000 


Total obligations 7, 000 | 27, 500,000 | 27, 500, 000 +493, 000 


CURRENT STATUS OF BACKLOGS AND OPERATING PROBLEMS UNDER 1953 
ADMINISTRATIVE EXPENSE LIMITATION 


From July 1, 1950, to date insurance in force increased from $11.3 billior 
$16.1 billion, while the administrative staff, which services insurance in fo: 
and controls insuring operations, has been reduced from 1,050 to 820 by succes 
budget cuts. Results are—inadequate mortgage servicing, backlogs and weak« 
ing of control over insuring operations. (See chart, p. 27. 

460,000 title I loans backlogged.—Premiums aggregating about $5.5 mil 
cannot be collected. Backlog still growing (pp. 39-41). 

Mortgagee audits.—Only 115 of the 930 unsupervised mortgagees were audit 
last year. None except emergency cases can be audited this vear (p. 44). 

Financial examination of title 1 lenders—Examinations reduce claims. 1,00! 
should be made this year. Only 200 can be made—142 made thus far 
42-44). 

Rental housing mortgage servicing inadequate——Same staff that serviced 36 
mortgages in 1946 now services over 7,000. Only 10 percent of financial stat 
ments can be analyzed. At least 33 percent should be. Rent schedules enforce 
only by complaints (pp. 46-50). 

Investigations backlogged.—Statute of limitations had run on almost half 
cases on hand July 1. Cases now on hand require investigation of about 80 
allegedly irregular or fraudulent transactions (pp. 35-37). 

Field supervision inadequate.—Field examiners covered only 28 out of 73 insuri: 
offices and 3 out of 26 service offices this year to date. Will be able to cover onl 
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more insuring offices and 3 more service offices this year, leaving 30 insuring offices 
and 20 service offices unexamined on June 30 (pp. 45-46). 

Two hundred improvement suggestions submitted for cash awards are back- 
logged (p. 37). 

Cooperative housing staff.—Cut from 12 to 10 while insurance in force increased 
from 0 to $181 million (pp. 41-42). 

Ratio of operating expenses to fees and premiums collecied.—24 percent in fiscal 
1954 after making provision for curtailing backlogs. (Total operating expenses 
$33,100,000, fees and premiums to be collected $138.3 million.) 

Norre.—References are to congressional budget justification, fiscal year 1954. 
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STATEMENT BY JOHN TarLoR EaGan, Commissioner, Pusiic Hovsin 
ADMINISTRATION 


Mr. Chairman and Senators, as the Administrator has informed you, a revise 
budget estimate was submitted to the House Appropriations Committee a mont! 
ago calling for a continuance of the low-rent public housing program at the lim 
tation established in the Appropriations Act of 1953, which provided for 35,00( 
units being processed each year at all stages of development including the au 
thorization for commencement of construction. 

The House bill which you are now considering eliminates the authority to 
process 35,000 units at all stages of development and appears to authorize onl) 
the commencement of construction on units now under annual contributions 
contracts. 

There will be approximately 63,000 units under annual contributions contract 
but not under construction as of the end of this fiscal year. The committee 
should understand, however, that a very substantial number of these units are 
not scheduled to start construction next year as many of them involve dens 
slum sites and the schedule for starting construction takes into account th« 
considerable time which elapses in effecting relocation of site occupants in prepa 
ration for demolition and construction. 

The provision in the House bill, except for projects that have already reached 
the annual contributions contract stage, effectively repeals title III of the Housing 
Act of 1949, thus discontinuing the program of Federal financial assistance in 
the provision of housing to American families in greatest need of such assistance. 

The clearance of slums and provision of decent, safe, and sanitary housing for 
families of low income, unable to secure such accommodations in the competitive 
market, is an objective of such importance and urgency that it should not be 
lightly dealt with. If there are methods of accomplishing this objective mor 
effectively, efficiently, and economically than the method now prescribed in the 
Housing Act of 1949, I would be the first to commend them to you. However, 
pending some other solution of this problem, I strongly urge that the program 
limitation established as permanent legislation in the Appropriations Act of 1953 
be continued and that the work, time, energies and Federal funds invested in the 
hundreds of communities which have been planning low-rent projects that have 
not yet reached the stage of annual contributions contracts, not be summarily 
and completely lost. 

Not only does the House bill seriously affect the continuation of this program, 
it also places the administration of the sizable responsibilities of the Public Housing 
Administration in serious jeopardy. The bill provides only $8,973,000 for the 
administrative expenses of the Public Housing Administration, a reduction of 
$4,927,000 below the revised budget estimate, a cut of more than 35 percent in 
the total administrative expense funds. This constitutes a reduction of $4 
million below the current rate of expenditure. Not only does this amount call 
for a reduction of more than a third of the present staff, but the House report calls 
upon the Public Housing Administration, out of these limited administrative 
expense funds, to devote a million dollars more than the current rate of expenditure 
to the administration of disposition activities in the Public War Housing program. 

In arriving at the administrative expense limitation, the House imposed a cut 
of more than 73 percent in the funds requested for the administration of develop- 
ment activities in the low-rent program, and 20 percent in the funds for the admin- 
istration of management activities in the low-rent program. 

The Public Housing Administration has long been beset by budgetary difficul- 
ties due to severe restrictions on administrative expense funds. Almost every 
year since I became Commissioner of the Public Housing Administration, it has 
been necessary to effect reorganizations, carry out reductions in force, close field 
offices, centralize some activities and discontinue others, place necessary reviews 
on a less frequent basis, and attempt with very limited resources to secure adequate 
control over development, management, and disposition activities. Under these 
conditions, we have had very serious difficulty in attempting to carry out our 
statutory responsibilities, and, I freely admit, we have not carried them out in 
all areas to our own satisfaction. 

Yet we are now being called upon to eliminate over one-third of our staff and 
at the same time to take on a management workload in the low-rent program 
which will be 25 percent greater than in 1953 and to accelerate the program of 
disposal of war housing. 

I do not know how these program responsibilities can be effectively administered 
under such circumstances. I do not believe it possible to perform adequately the 
legislative responsibilities that fall upon the Public Housing Administration and 
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safeguard the Federal Government’s interest with the drastically curtailed funds 
inder the House bill. 

In the short period of time that has been available since the House committes 
bill was reported out, I have given serious consideration to how we can proceed 
if this bill is enacted into law in its present form. I had thought that I might be 
able to come before this committee and set forth some of the significant eontrols 
and processes that would have to be eliminated, curtailed, or performed o1 
quencies of every 2, 3, or 4 years rather thau annually, and the consequences of 
such curtailment of controls and processes. But in this brief period of analy 
| have found that the problems of revising administrative and operational DI 
















cesses, determining the controls to be sacrificed, and effecting a plan of operat 
within these funds are of such staggering proportions and so far reaching as to b¢ 
impossible of any immediate intelligent resolutior 

| should like to make it very clear that the funds included in the Hous 
are not only inadequate to administer the low-rent program at the level ree 
mended to you by the administration; they are inadequate they are gross 





inadequate even if all preconstruction acti vy were eliminated and we 


. : + le 
projects already Inder 


Ww eT + 






continue only with a program of constructior tarts on 

annual contributions contracts. Even if we were prohibited from proceeding 
with any additional construction starts, the completion of projects already 
construction, of which there are approximately 


tive expense funds considerably in excess of tha 






95,000 units, requires administra 


which has been allowed 
















In conelusion, I would like to state briefly the primary matters on which w 
request your consideration: 

First, we request restoration of the current year’s continuing language whicl 
will permit the processing of 35,000 low-rent housing units at all stage of develop 
ment, including authorizations to commence construct 

Second, we ask that our administrative expense limitation be increased to a 
total of $13,625,000, including an appropriation of $9,600,000 

In line with the above observations, there are pr sented to vou formal! statem 3 
which propose specific amendments to the House bill and which explain in more 
detail the reasons therefor. 

I sincerely hope that this committee will consider these comments and recom- 









g out this 


mendations and act favorably upon them in reporti 





ANNUAL CONTRIBUTIONS 







Estimate $39. 700. 000 
1953 act 
H. R. 4663 


249. S80. 000 
? 500, 000 














> 


(House hearings, pt. 3, pp. 1186 through 1237 


aod 














(1) Page 22, line 24, strike out ‘*$32,500,000” and insert in lieu ther 


‘*$39,700,000"’, the estimate or an increase of $7,200,000 in the appropriatior 
(2) Page 23, lines 17 through 22, and the additional language adopted by th 
House (which is the italicized language included in the following quotatio: 
strike out: 
‘* Provided further, That no housing shall be authorized by the Public Housing 
Administration, or, if under construction, continue to be constructed, in any 
community where the people of that community, by their duly elected representa 
tives, or by referendum, or by any other legal method, have indicated they do 
not want it, and such community shall negotiate with the Federal Government the 
repayment to the Government, only such money expende d prior to the vote or other 


formal action whereby the community rejected such housing projects:’’. 


















(3) Page 24, lines 13 through 21, strike out: 


“* Provided further, That the limitation in clause (2) of the third proviso under this 


head in title I of the Independent Offices Appropriation Act, 1953, is amended 
to read as follows: ‘(2) after the date of approval of this Act, enter into any 
agreement, contract, or other arrangement which will bind the Public Housing 
Administration with respect to loans, annual contributions, or authorizations for 
commencement of construction, for any dwelling units or projects’.” 










and insert in lieu thereof 


“Provided further, That notwithstanding the provisions of the 
Housing Act of 1937, as amended, the Public Housing Administration shall not, 
with respect to projects initiated after March 1, 1949, (1) authorize during the 


2743—53——27 


United States 
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fiscal year 1954 the commencement of construction of in excess of thirty-fiy 
thousand dwelling units or (2) after the date of approval of this Act, enter int 
any agreement, contract, or other arrangement which will bind the Public Housi 
Administration with respect to loans, annual contributions, or authorizations f 
commencement of construction, for dwelling units aggregating in excess of thirt, 
five thousand to be authorized for commencement of construction during any o1 
fiscal year subsequent to the fiscal year 1954, unless a greater number of units 

hereafter authorized by the Congress.”’ 


(1) Annuai contribution appropriation 


COMMENTS IN HOUSE REPORT 










The House report includes the following on page 16: 
“The bill contains an appropriation of $32,500,000 for annual contribution 
which is $2,620,000 in excess of the 1953 appropriation and $7,200,000 below thx 
budget estimate. The increase in the 1953 appropriation is essential to meet 
obligations incurred in connection with new contracts with local housing agencies 
for the payment of subsidies in the fiscal year 1954 which were not required in the 
fiscal year 1953. In making a reduction of $7,200,000 in the estimate the com- 
mittee has taken into consideration the fact that in the past estimates for this 
item have been excessive. The committee realizes that contracts entered into 
for this purpose represent an obligation of the Government, and additional funds 
will be provided, if, at a later date, the need for them can be justified.” 











JUSTIFICATION OF PROPOSED ACTION 













The appropriation estimate was developed in August 1952, and was carefull) 
reexamined and reaffirmed in March 1953. It is believed that the original estimate 
of $39.7 million is 9s accurate and firm as is humanly possible. It is therefore 
requested that the estimate be reinstated. It should be noted, however, in re- 
ducing the amount the House committee stated that additional funds will be pro- 
vided if at a later date the need for them can be justified. This procedure would 
have the disadvantage of requiring that the Congress act on this appropriation 
item twice in the same year, but could result in firmer figures based on later 
facts when reconsidered in January. 









(2) Cancellation of local housing programs 







COMMENTS 





IN HOUSE REPORT 


The House report contains no comment on this proviso. 





JUSTIFICATION 





OF PROPOSED ACTION 













The Administration has no intention whatsoever of forcing unwanted low-rent 
housing projects on any locality. Moreover, the Administration stands ready) 
to cancel any of the existing contracts for low-rent housing, either during develop- 
ment or operation, if requested to do so by the other party to the contract, namely, 
the local housing authority, provided all funds advanced or guaranteed by the 
Federal Government are repaid. 

In certain cases, however, it may happen that, for reasons which seem good to 
it, a local authority refuses to request such cancellation even though the cit, 
council or the people have disapproved or appeared to disapprove a project 
covered by a contract for loans and annual contributions. In such a case, the 
language proposed by the House would prohibit PHA from authorizing the 
commencement of construction of the housing contracted for, or, if it is already 
under construction, calls on the local authority to discontinue construction and 
prohibits PHA from continuing assistance under its contract. Either of these 
actions would clearly involve a breach of contract on the part of the Federal 
Government. 

The Administration believes that in such exceptional cases where there is a 
valid contract between the PHA and a local housing authority, but where there 
is a divergence of views between such local authority and the city council or the 
electorate, the issues involved and the appropriate action to be taken are too 
complex to be covered by general legislation. The PHA and the Administrator 
of the HHFA will, however, in such cases take every action which is legall\ 
possible to respect the wishes of the electorate and their elected representatives, 
but believes that they should be free to decide upon the action which is appro- 
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priate in each specific case. The Administration therefore requests the elimina- 
tion of the language proposed in the House Bill. 

As a guide to the type of action which the Admivistration proposes to take in 
such exceptional cases, it will issue an administrative regulation which will 
provide substantially as follows: 

(a) If an annual contributions contract has not been entered into in respect to 
a low-rent housing program or any portion thereof, the PHA will refrain from 
entering into such a contract if the electors or the governing body of the locality 
have specifically disapproved the proposed low-rent housing program or portion 
thereof. If a referendum election is to be held within 90 days on the issue of 
specifically approving or disapproving any program or portion thereof, the PHA 
will await the result of such election; and if it is adverse, will not enter into an 
annual contributions contract. 

(b) In the case of any project where the PHA has entered into an annual con- 
tributions contract pursuant to the approvals required by statute on the part of 
the local governing body, but where no main construction contract has been 
awarded, if the electors specifically disapprove such project, the PHA will refrain 
for a period of 12 months after such disapproval from authorizing the award of 
any main construction contract. If a referendum election is to be held within 90 
days on the issue of specifically approving or disapproving such a project, the 
PHA will await the result of such election and, if it is adverse, will not authorize 
the award of any main construction contract for a period of 12 months thereafter. 

(c) The Public Housing Administration will, at any time it is so requested by a 
local authority, cancel any contract in respect to any low-rent housing program 
or project upon tender in full of all indebtedness of the local housing authority to 
the PHA or to others where such indebtedness is directly or indirectly guaranteed 
by the PHA. 

(d) In all future contracts for loans or annual contributions, contracts for pro- 
grams or projects not theretofore under an annual contributions contract, the 
PHA will insert a provision requiring it to cancel such contract (whether or not 
the local authority so requests) if (1) the electorate specifically disapproves such 
program or project, and (2) the local governing body or the local authority, or 
both, tenders payment in full of all indebtedness of such local housing authority 
to the PHA or to others where such indebtedness is directly or indirectly guaran- 
teed by the PHA, and tenders payment or deposits in escrow funds sufficient to 
discharge all other indebtedness and obligations of the local authority in respect 
to such program or project. 


(3) Prohibition against further contracts for loans and annual contributions 


COMMENTS IN HOUSE REPORT 


“The original budget estimates, in carrying out the provisions of the Housing 
Act of 1949 for the fiseal year 1954, proposed 75,000 dwelling units. This estimate 
subsequently was reduced in a revised estimate to authorize 35,000 units. The 
committee is of the opinion that continuation of this program is not justified and 
is not in accord with the program for economy and a balanced budget. Also, the 
committee has been advised that many projects where low-rent housing has been 
constructed, are having difficulty in completing the oecupancy of such facilities. 
For these reasons the committee has inserted in the bill an amendment to the 
provisions relating to this subject contained in the 1953 Independent Offices 
Appropriation Act which will prohibit the Public Housing Administration from 
entering any agreement, contract, or other arrangement which will bind PHA 
with respect to loans, annual contributions or authorizations for commencement 
of construction, for any dwelling units or projects after the date of approval of 
this bill.”’ 

JUSTIFICATION OF PROPOSED ACTION 


The language proposed by the House appears to prohibit the execution of 
contracts for loans and annual contributions in respect to low-rent dwelling 
units not now covered by such contracts. It does not appear to prohibit the 
authorization for commencement of construction of projects now covered by 
such contracts, and the debate in the House seems to have sustained this inter- 
pretation. Accordingly, if the proposed House language were enacted, the 
Administration would feel empowered to authorize the commencement of con- 
struction, either in fiscal 1954 or thereafter, of all projects now covered by contracts 
for loans and annual contributions. At the end of the fiscal year 1953, projects 
with a total of approximately 63,000 units will be in this category. If the proposed 
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language were enacted, the Administration would also feel empowered to 
such revisions or amendments to existing contracts as are now authorize: 
statute, provided the number of dwelling units covered by such contracts 
any local authority is not increased. The Administration feels, however, th: 
the House language were to be adopted, it would be wise to make it abundan 
clear that these interpretations of the language are correct. 

One aspect of the language proposed by the House is, however, abundant 
clear—it means that, except for projects which have already reached the px 
of annual contributions contracts, title III of the Housing Act of 1949 has 
effect, been repealed. The Administration therefore proposes to strike 
proviso included in the House bill above referred to, and to insert laneu 
identical, except for fiscal year designations, with that contained in the appropr 
tion act for the current fiseal year. 

The continuation of this permanent legislation would then permit the low-r 
housing program to proceed in an orderly manner at the rate of 35,000 
advancing through each stage of development in each fiscal year, but wo 
limit the authorization of commencement of construction in any fiscal year to a 
total of 35,000 units. 

One of the major social objectives of this generation is the elimination of 
slums which now Cisgrace our cities, both large and small. In many ca 
blighted areas which are tending to deteriorate into slums may be saved | 
program of rehabilitation such as the well-known Baltimore plan, and « 
encouragement should be given to such programs for saving areas which have 
vet become slums. However, very many aregs in which millions of families 1 
live are so far deteriorated that they cannot be rescued by rehabilitation. A 
attempt in this direction is only pouring good money after bad. Slum cleara 
is the only remedy in these cases. 

In order that slum clearance of any description may proceed, homes must 
found for the families now living in the slums. At the high level of prosperi 
now prevailing, a substantial number of families living in the slums can affor 
the cost of modest private housing, and are availing themselves of such hou 
as it becomes available. However, a very substantial proportion of the famili 
now living in the slums do not command an income sufficient to pay the ren 
cost of obtaining private housing, either new or existing, which is decent, s 
and sanitary. For example, families currently being admitted to low-rent public 
housing projects have actual net incomes averaging only $1,937 per vear, and car 
afford to pay for rent (including the cost of heat and utilities) only $32 a mor 
For the rehousing of such families coming from the slums, the only prograr 
thus far devised is the low-rent public housing program. 

One of the reasons advanced by the House committee for proposing the 
continuance of the entire low-rent program is that “many projects where | 
rent housing has been constructed are having diffieultv in completing the o« 
pancy of such facilities. In this connection, the Administration wishes to point 
out that the actual facts as to vacancy in low-rent housing projects do not war 
rant any such conclusion. 

In the original low-rent housing program developed under the Housing Act of 
1937, comprising a total of 190,511 dwelling units, the vacancy as of March 31 
1953, was only approximately 1 percent—a very low figure. Such vacancy a 
exists is largely due to the turnover in tenaney consequent to the removal of 
tenants whose incomes have increased beyond permitted income limits. 

The initial occupancy of new low-rent projects is a much more complicate 
process than that of a private real estate operation, because of the conditions a 
to eligibilitv and preference stipulated in the basie legislation. Among other 
things, the homes of all applicants except veterans must be visited to make sur 
that the families actually came from substandard housing, and their income 
must be checked to determine that thev fall within the appropriate limits f 
admission Among eligible families preferences are granted to applicants d 
placed by slum-clearance projects, to veterans, and to families with the greate 
housing need. For these reasons, it is anticipated that initial occupancy may, i 
a substantial number of cases, require as long as 3 months after project cor 
pletion. It is only when substantial vacancy continues after such an initial 
period that there is occasion to be concerned about the eventual success of a project 

New projects developed under the Housing Act of 1949, with a total of 54,256 
units, have now been completed for 3 months or more. In these projects theré 
are onlv 2,176 vacant units, or a vacancev ratio of 4 percent. About half of thes 
vacancies are concentrated in some 48 projects where more or less serious vacancies 
of 15 percent or more have persisted beyond 3 months. These are relatively 
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small projects averaging 75 units each, comprising a 
1 vacal 
project 


case of some of these projects, units are being hel 
families about to be displaced by slum-clearance 
the result of inexperienced local manageme1 
ypear when operating experience is accum V 
out that the number of units built exceeds th umber of low-income families 
who will apply for admission to the projects al ich isoiated cases, al 
excess units will eventually be sold to private ow 

It is evident from these figures that 
the newly constructed projects, is of ver 
of such magnitude as to prejudice a conti 
nationwide basis. 

At the direction of the President, the Adn 
this program together with all the other housing 
ment. It is also anticipated that this program 
President's propose d commission which is t 


Pending the completion of these studies, the 


at the present program dealing with the prov 


r 
iri 


priv ileged families should not be abandoned, | 
an orderly basis of 35,000 units a vear as autl 
adopted last year. It would appear 
program of Federal assistance of ‘ 
Nation. 

The deletion of the House lan 
revised budgetary proposals of 
low-rent housing program. 


\DMINISTRATIVI 
Estimate 600, 000 
Revised estimate 13, 900, 000 
1953 act 2, 967, 735 


H. R. 4663 , 973, 000 


(1) Page 22, line 18, strike out $4,948,000” and insert in lieu thereof 
“$9,600,000"’, the revised estimate, or an increase of $4,652,000 in the appro- 
priation. 

(2) Page 44, line 13, strike out $8,973,000” and insert in lieu thereof 
“$13,625,000’’, an increase of $4,652,000 in the total limitation for ‘‘Administra 
tive expenses,’’ which equals and represents the requested increase in the appro- 
priation above. 

(3) Page 44, line 15, strike out ‘‘$685,300” and insert in lieu thereof ‘‘$916,000’’, 
the revised estimate, or an increase of $230,700 in the sublimitation for travel 
expenses. 

(4) Page 45, lines 13 through 17, strike out 

“Provided further, That during the fiscal vear 1954 the Commissioner shall make 
every effort to refund all local bonds held by the Public Housing Administratior 
under the United States Housing Act of 1937, as amended.” 
and insert in lieu thereof a period. 


(1, 2, and 3) Administrative expenses 


COMMENTS IN HOUSE REPORT 


The House report includes the following on pages 15 and 16 

“For the administrative activities of the Public Housing Administration, the 
committee considered budget estimates totaling $15,600,000. The bill includes 
$8,973,000, which is a reduction of $6,627,000 in the budget estimate. Substantial 
reductions in these estimates have been made possible due to the deemphasis being 
placed on low-rent housing by the committee in its reeommendations in the bill 
While there will be an additional number of war housing units due to the taking 
over of defense housing, the committee expects PH A to increase the sales of prop 
erty, and, in order to expedite this work, the revised estimate of $1,716,500 for 
the disposition of properties has been allowed A tabulation setting forth the 
recommendations of the committee in connection with the administrative expenses 


referred to above is as follows: 
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Recom- Billcom, 
mended in bill) with 19% 
for 1054 estimat 


Budget esti 


Administrative expenses 
’ © expenses mates, 1954 


United States Housing Act 
Development activity $4, 82, 000 $1. 3.000 
Management aetivity 4, 480, 000 +. Aad, 000 


Subtotal 11, 300, 000 4, O48, 000 
Subsistence homesteads and greentowns 5, 500 5, 500 


Public war housing 
Management activity 000 2 048. 000 
Disposition activit =) 1 716. 500 


Subtotal KO }, 764, 500 
Defense housing 000 100, 000 
Veterans’ reuse housin 000 155. 000 


Total 000 & O73. OOF 


JUSTIFICATION 


Funds for the administrative expenses of the Public Housing Administra 
are derived partly from an annual appropriation and partly from an authorizat 
to use program funds. The total funds made available from these soure¢ 
subject to an overall limitation 

The reductions proposed by the House committee were, in part, initiated b 
Public Housing Administration in its revised budget for 1954, as mav be se« 
the following table: 


Printed ‘ d House 
Program 1954 committee 
budget 


United States Housing Act 
Development activity $6, 820, 000 000 
Management activity 4, 480, 000 000 


Subtotal 11, 300, 000 ' 000 
Subsistence homesteads and greentowns 5, 500 5, 500 
Public war-housing 

Management activity 2, 208, 000 2, 000 
Disposition activity 1, 716, 500 : NOOO 
Defense housing 100, 000 000 
Veterans’ reuse housing - . 180, 000 000 


Total. _. 5, 600. 000 3, 000 


As can be seen from the above table, the House bill reduces the Administratior 
revised 1954 budget by $4,927,000, or 35.5 percent of the total administrative 
expenses of the Public Housing Administration In applying this cut, the fund 
for the administration of development activity in the low-rent program wer 
were reduced by $3,756,000, or 73.2 percent below the revised estimate; and t 
funds for the administration of management activity in the low-rent program wer 
reduced by $896,000, or 20 percent below the revised estimate—this latter despit« 
an increase of 25 percent in management workload. 

The proposed limitation in the House bill of $8,973,000 for the administrat 
expenses of the Public Housing Administration is almost $4 million below the 
current rate of expenditure. This action was taken despite the fact that thi 
committee report recommends that within this overall limitation the administra 
tive expenditures in connection with the disposition of the war housing progran 
be increased by almost $1 million. It can readily be seen, therefore, that to accon 
plish this drastic reduction in development and management activity and at the 
same time to increase the emphasis on disposition activity, it will be necessary 
to effect a shakeup so drastic as to preclude any effective administration of the 
sizable responsibilities of the Administration. 

In the justification statement submitted under the heading of the “Annual 
contributions” appropriation there was discussed at length a proposal of the 
House committee with respect to halting development activities of the low-rent 
program except for the authorization to commence construction on proiects now 
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under annual contributions contract. In this section the Administration presents 
recommendations to the Senate that the language be modified to permit the proc 
essing Of 35,000 units at all stages of development, including the authorization for 
commencement of construction, during fiscal 1954—this being the Administration's 
revised budget program. 

If the Senate accepts the recommendation that the revised budget program for 
low-rent public housing be reinstated, it is requested that the appropriation for 
administrative expenses and the overall administrative expense limitation, which 
includes the appropriated amount, be increased by $4,652,000. It is also requested 
that the travel limitation be restored to the amount of $916,000—the revised 
estimate. 

To effectively administer the development program at the continuing limitation 
prescribed for the current year, it is sincerely believed that the revised estimate of 
$5,120,000 for the administration of development activity constitutes a minimum 
figure for an effective and efficient administration which safeguards the Gover! 
ment’s financial interest in the program and assures its performance in accordance 
with the terms of the basic legislation 

If the House bill is adopted in its present form, it is estimated that the amount 
for the administration of development activity could be reduced te $4,120,000 or 
$1 million below the revised estimate. The House bill, which provides only 
$1,364,000 for this purpose, is grossly inadequate [It would not permit any 
semblance of reasonable supervision and control of the 95,000 units now under 
construction. No funds were provided to permit the continued employment of 
the architects and engineers which are necessary to marshall new projects into 
the construction stage 

There was also applied a reduction of $896,000 applicable to the administration 
of low-rent management activity, a reduction of 20 percent below the amount of 
the revised 1954 budget estimate. This action allows $3,584,000 for this activity, 
or Only $84,000 more than the amount available for management activity for 
fiscal year 1953. This is an increase of 2 percent over current funds while the 
workload is increasingly by more than 25 percent in this activity. 

On June 30, 1952, there were a total of 235,351 familv dwelling units in the low 
rent program 70,000 additional units are being completed during the current 
fiscal year, and it is anticipated that, without regard to any additional construc- 
tion starts, 68,000 will be completed in 1954. These completions, together with 
the programed transfer of 17,000 permanent war-housing units to low-rent use 
during this 2-year period, means that, by June 30, 1954, 390,351 units will be in 
the management stage This sizable expansion in workload cannot be effectively 
administered without adequate increases in the administrative expense funds 

It is believed that the absorption of a 25 percent increase in workload will place 
in jeopardy the controls necessary to assure that local programs are efficiently 
administered, properly maintained, and serve the people for whom they were 
intended, and that the conduct of reviews and audits cannot conceivably stay on 
a current basis under such conditions These enforced relaxations of supervision 
and controls will certainly result in increased annual contributions because of 
increased expenses in the operation of the projects 

The Public Housing Administration has long been beset by budgetary difficul- 
ties due to severe restrictions on administrative expense funds. In almost every 
recent year, it has been necessary to effect reorganizations, carry out reductions 
in foree, close field offices, centralize some activities and discontinue others, place 
necessary reviews on a less frequent basis, and attempt with very limited resources 
to secure adequate control over development, management, and disposition activ 
ities. Under these conditions, very serious difficulties have been encountered 
in attempting to carry out the administration’s statutory responsibilities, and it 
has not been possible to carry them out in all areas satisfactorily Yet the Ad 
ministration is now being called upon to eliminate over one-third of its staff and 
at the same time to take on a management workload in the low-rent program which 
will be 25 percent greater than in 1953 and to accelerate the program of disposal 
of war housing. 

In the short period of time that has been available since the House committee 
bill was reported out, serious consideration has been given as to how to proceed if 
this bill is enacted into law in its present form. It was hoped that there could be 
set forth here some of the significant controls and processes that would have to be 
eliminated, curtailed, or performed on frequencies of every 2, 3, or 4 vears rather 
than annually, and the consequences of such curtailment of controls and processes 
But, in this brief period of analysis, it has been found that the problems of revising 
administrative and operational processes, determining the controls to be sacrificed, 
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and effecting a plan of operation within these funds are of such staggering prop 
tions and so far-reaching as to be impossible of any immediate intelligent resol 
tion 

However, it is a certainty that these program responsibilities cannot be effe 
tively administered under the circumstances outlined above; nor is it possible t 
perform adequately the legislative responsibilities that fall upon the Pul 
Housing Administration and safeguard the Federal Government’s interest w 
the drastically curtailed funds under the House bill 

In summary, therefore, it is urgently reauested that the administrative exper 
limitation of $8,973,000, of which $4,948,000 is an appropriation, as recommends 
in the House bill be increased by the Senate to $13,625,000, of which $9,600,000 
is an appropriation. 


,) Recommendation for the refunding of bonds 
COMMENTS IN THE HOUSE REPORT 


“The committee has inserted in the bill under the paragraph authorizing t 
use of funds for the overall administrative expenses of PHA, a provision instruct 
ing the Public Housing Commissioner to refund all local bonds insofar as possibl: 
It is estimated that $271,088,000 can be recovered by this procedure, which wil 
consist of the refunding of local housing authority bonds held by the Publi 
Housing Administration. The committee has ascertained that bonds in thi 
amount are available for refunding with private money. The cash recovere 
in this manner would be used to reduce Treasury borrowings. Apparently, i: 
the past, the agency has avoided an appropriste refunding program so as not 
affect adversely the low-rent bond market while new projects were being pro 
gramed. It would appear that this entire total should be refunded by Jun 
30, 1954.” 

JUSTIFICATION FOR PROPOSED ACTION 


At the time the low-rent housing projects developed under the original Hou 
ing Act of 1937 (Public Law 412) were financed, the fiscal provisions of the act 
did not make it feasible to sell bonds to private investors covering more than a 
fraction of the total development cost of the projects. The Administration ac 
cordingly, as authorized by statute, accepted so-called series B bonds from the 
local authorities for the portion of development cost not financed by the sale of 
bonds to private investors, and still holds such bonds with a face value of approxi 
mately $271 million. The fiscal provisions added to the original act by the 
Housing Act of 1949 have since made possible the sale of bonds covering th 
entire development cost of projects, and permit the refunding of projects for 
which only a small proportion of bonds have been sold to private investors 

It has been the intention of the Administration to refund these earlier projects 
as soon as possible, and return to the Treasury an amount equal to the value 
of the series B bonds so refunded. However, there is another class of projects 
built under earlier legislation—the so-called Public Law 671 low-rent projects 
originally built for temporary use as war housing—which were never permanently 
financed at all, but which have been kept in temporary financing. The Admin- 
istration has believed it more urgent to proceed with the permanent financing 
of the development cost of these projects before embarking on the refunding of 
the series B bonds. In accordance with this priority, 72 Public Law 671 projects 
have already been permanently financed and bonds sold to private investors for 
a total of approximately $74 million. 

The Administration intends to continue with the permanent financing of the 
Public Law 671 projects and to refund the series B bonds as rapidly as is warranted 
by the conditions in the bond market. It does not, however, believe it would be 
feasible to continue the necessary permanent financing of the projects now being 
developed and to complete the permanent financing of the Public Law 671 projects 
and the refunding of the series B bonds within the one fiscal. year 1954. The 
Administration has continually consulted with the Treasury and the Federal 
Reserve Board as to its policies in this connection. It will continue to do so, 
both to avoid interference with the debt operations of the Treasury and to assure 
the protection of the interest of the Federal Government in the financing of the 
low-rent program. After taking such advice, it will complete the permanent 
financing of the Public Law 671 projects and the refunding of the series B bonds 
as rapidly as possible, but requests the deletion of the language to avoid any 
commitment to complete the entire operation during the next fiscal year. 
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Senator SaLtronstaLt. Now, as I understand it, the problem 
before us is, Shall we have 35,000 additional houses or shall we have 
no additional houses as the House has apparently provided? 
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Now would you carry forward in any way you see fit, Mr. Cole? 

Mr. Coie. Do you prefer that I talk about the public-housing issue 
first, the low-rent public-housing issue? 

Senator SALTONSTALL. I prefer to have you zo forward in your own 
way, but, as I see it, that is the principal issue. 

Mr. Coie. Thank you. 

Senator MayBank. As I understand it, Mr. Chairman, Mr. Cole’s 
statement will be made a part of the record and he is going to testify 
without reading it. 

Senator SALTONSTALL. That is right 

Mr. Coie. Summarizing it. 

Senator MayBank. Yes 

Mr. Coie. Mr. Chairman, and Senators; I appreciate the oppor- 
tunity to be here today to discuss with you this important legislation. 

In summarizing the statement which we are filing 

Senator SALTONSTALL. Excuse me, Mr. Cole. In each instance also 
we have put in the figures. 


1953 APPROPRIATION 


The Housing and Home Finance Agency 1953 appropriations in 
total were $104,486,000. The original 1954 budget for 1954—the 
Truman budget—was $75,550,000. The revised budget was $73,- 
130,000, and the House allowed $60,035,100. 

The administrative expense limitations of the Housing and Home 


> ~ 


Finance Agency in 1953 in total were $23,417,235. The original 1954 
budget was $28,110,000. The revised budget was $25,570,000, and 


the House allowed $17,959,840. 

Without objection, those figures will be put in in full. 

(The figures referred to follow:) 

Housing and Home Finance Agency 
ADMINISTRATIVE EXPENSE LIMITATIONS 
Total 

1953 appropriation $23, 417, 235 
Original 1954 budget 28, 110, 000 
Revised 1954 budget 25, 570, 000 
House allowed _- 17, 959, 840 


APPROPRIATIONS 
1953 appropriation 104, 486, 000 
Original 1954 budget 75, 550, 000 
Revised 1954 budget 73, 430, 000 
House allowed - - - - : 60, 035, 100 

Senator SALTONSTALL. Now, Mr. Cole. 

Mr. Coxe. Thank you. 

The approach to the measure adopted by the House is in two 
phases. First, the bill contains a considerable amount of complex 
and important substantive legislation, quite apart from the appro- 
priation features; so | must comment upon the substantive matters 
contained in the bill. And, secondly, the budget cuts are unusually 
heavy. 

In connection with the major items of legislation in the bill, I want 
to just mention them: 

First, there are three provisos on page 21, line 19, which would 
amend title 1 of the Housing Act of 1949 with reference to slum 
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clearance. That has been the subject of discussion heretofore, and | 
will pass it. 
EFFECT OF ADVERSE REFERENDUM 


Secondly, the proviso at page 23, line 17, which would prohibit the 
initiation or the continuation of construction of public housing in any 
community where such housing has been voted on adversely, by 
referendum or otherwise. . 

Senator Mayspank. Let me ask something there. If it has been 
voted on adversely, would that violate the spirit of the housing law 
in your judgment? 

Mr. Coxe. I am sorry, I did not understand you. 

Senator MayBank. If it was voted on adversely, would that violat: 
the spirit of the housing law under the basic law? 

Mr. Cote. If I understand your question, it is, if it were voted or 
adversely, would it violate the spirit of the housing law? 

Senator MayBank. Yes. 

Mr. Coxe. I would say, ‘‘No;’ it does not violate the spirit of th 
housing law, if I understand you correctly. 

Senator MaysBaNnk. | just wanted that for the record 


PROBLEM OF ADDITIONAL LOW-RENT HOUSING 


Mr. Core. Third, the proviso on page 24, line 13, with respect to 
the problem of additional low-rent public housing after June 30, 1953; 
and the proviso on page 44, line 14, which would abolish the position 
of Assistant Commissioner for Cooperative Housing in the FHA 
Fifth, the proviso at page 45, line 13, which would require the Public 


Housing Commissioner during fiscal year 1954 to make every effort 
to refund all local bonds held by the PHA. 

Senator SALTONSTALL. Where is that one? 

Mr. Core. Page 45, line 13. 

There are other substantive matters in the bill, but these, we 
believe, are the major items. 


LANGUAGE CHANG! 


Senator Sarronstauty. Did you mention the language put in by 
the House on page 20, line 23, which, as I understand it, is new legis- 
lation, really: 

That the Administrator’s general supervision and coordination responsibilities 
under Reorganization Plan Numbered 3 of 1947 shall carry full authority” 
and soon. Is that not a fundamental change in the law? 

Mr. Coxe. There is not any question about that, Senator. That 
is a matter which I think requires a great deal of careful study, It 
is my judgment that since it would be substantive legislation in the 
bill, it might better not be included. 


CONSTITUENT AGENCIES 


Senator SALTONSTALL. At the present time there are what—three 
administrative agencies? 

Mr. Cour. There are three constituent agencies, as we call them. 

Senator SavtonstaLu. Three constituent agencies, with general 
supervision 
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Mr. Core. And coordination. 

Senator SatronsTaLy. And coordination in the office you hold? 

Mr. Cote. That is correct. 

Senator SauronsTaLu. If this amendment of the House were 
adopted that we are discussing, it would mean it would give you 
authority and control over these three coordinating agencies; is that 
correct? 

Mr. Coe. Senator, quite truthfully 1 do not know. 

Senator SaLronsTaLL. You do not know how far it goes? 

Mr. Cote. I do not know how far it goes. 

Senator MayBank. It will do more than that—it will put Congress 
much in this thing as against local bodies, would it not? 


AGENCY STUDY 


Mr. Cote. I am not sure. Senator, I cannot answer definitely 
what this amendment would do. That is one reason | suggested 
we drop it now. I plan—as the Senators are well aware—and am 
now conducting, a study of the entire Housing and Home Finance 
Agency. Until that is completed, it would seem to me to be unwise 
to make any final decision about what should be done with respect to 
the matters involved in this item. 

Senator Maysank. Like the other language, you believe that this 
language should be stricken out for further consideration? 

Mr. Coie. Yes, | do 

Senator Mayspank. Mr. Chairman, may I| say this?—-When Mr. 
Cole appeared before the Banking and Currency Committee for 
confirmation—and it was a pleasure for us to confirm him—he at 
that time told us that possibly 60 to 90 days was necessary for those 
studies, I believe, because there was some talk at that time in the 
Banking and Currency Committee as to what you were going to 
recommend, and you said you were not going to jump into something 
without giving full thought to it, and have full legal advice. I think 
the House should not have done that, if | may say so, in respect to 
the House because that was your testimony before us when Senator 
Capehart held hearings on this. Am I not correct on that? 

Mr. Cote. That is right. I do not recall the exact period of time. 

Senator Maypank. I do not know either. I know you said you 
were going to make a further study and could not answer us at that 
time. And then 2 or 3 weeks later the House puts this legislation in, 
and you have not had time to make the study that you told the 
Banking and Currency Committee you were going to make. Is that 
right? 

Mr. Cour. Yes, sit 


ADMINISTRATIVE EXPENSE 


Now, referring to the budgetary items in the bill 

The administrative expense funds of the Office of the Administrator 
are fixed at $3,110,850 in total, which is a cut of 36 percent from the 
revised estimates approved for the agency in March. That includes 
the appropriation and the authorization for the loan programs. 

Now we understand the need for economy, and I want to cooperate 
with the need 
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Senator Maysank. How much did the Eisenhower budget reco 
mend below the Truman budget—if that is a fair question? 


REVISED ESTIMATES 


Mr. Coxe. The revised estimates were some 10 percent lower. 
Senator Maysank. That is in keeping with some other agencies? 
Mr. Coxe. Yes. 

Senator Maysank. You were cut 36 percent? 

Mr. Coxe. That is right. 

Senator SALTONSTALL. The cut was from $4,550,000 to $4,130.000 

that correct? 

Mr. Frantz. That is correct. 

Senator SALTONSTALL. And the House cut it further to $2.587.110 
is that correct? 

Mr. Frantz. That is correct, Senator, on the appropriation iten 
On the authorization for administrative expenses in connection with 
the 3 housing-loan programs, the revised estimate in the budget was 
reduced from $685,000 to $640,000, and the House reduced that to 
$411,250. 

Senator MayBANK. 36 percent? 

Mr. Frantz. That is correct, Senator, 36 percent in round numbers 

Senator Maysank. Mr. Dodge, of course, recommended thes: 
figures? 

Mr. Frantz. That is correct. 

Mr. Cote. That is right. I am deeply concerned about the need 
for economy 

Senator Maysank. Of course we all are, but sometimes 

Mr. Cote. We do have a responsibility. 

Senator MAayBaNK. Sometimes economy can be carried to thy 
extent where it is costly. 

Mr. Core. We do have a responsibility, and I want to carry that 
responsibility out. I do not believe that I can do it effectively with 
that kind of budget. 


SLUM CLEARANCE PROGRAM 


Now next is the slum-clearance program, which has been covered 
in part by the previous conversation. 

Senator MayBaNK. You recommended 35,000 houses? 

Mr. Coxe. I was speaking of slum clearance, Senator, not publi: 
housing. 

Senator MayBaNk. It is tied in with slum clearance. 

Mr. Coue. Yes. 

Senator MAYBANK. You cannot have one without the other. 

Senator SALTONSTALL. There is no change in the slum clearance? 

Mr. Cos. In the budget, sir, there is, and I would like to have 
Mr. Frantz comment on that. 


REVISED ESTIMATE 


Mr. Frantz. Senator Saltonstall, the House reduced the revised 
estimate—which was $1,985,000 for administrative expenses in connec- 
tion with slum clearance—to $1,585,000, which is about a 20-percent 
cut. 
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It would appear from the House Report that they antic ipated that 
the legislative provisions which has been discussed this morning would 
result in a smaller program, and that that was the basis on which 
they reduced the funds. Consequently, if after the discussions that 
have happened since, the committee should elect to eliminate that 
legislation, it would be entirely appropriate and necessary to adjust 
the administrative figure. 

Senator SattronstaLi_. Mr. Cole, would it not be helpful for us 
as one who is not on the Banking Committee and who has not gone 
into the 

Senator Mayank. I did not mean to inject that, but I thought 
it might be of some assistance to the committee on the bill to say that 
Mr. Cole had stated he wanted to save money, he wanted to do what 
was right, he wanted to have the opportunity to study the figures and 
the legislation before any changes were made 

Mr. Core. Right. 

Senator Maypank. I did not want to interfere with this committee, 
but so they could have it on hand in case of a conference with the 
House. 

Senator SALTONSTALL. What I wanted to get at, Senator Maybank, 
is that perhaps you are more familiar with the details of this than I am. 
Would it not be clearer to discuss first whether we want to put in, or 
restore, the 35,000 houses, or not? Do not a lot of these figures 
depend on whether we do or do not do that? 

Mr. Coe. Senator, not with respect to the slum-clearance program. 

Senator SALTONSTALL. I understand that is separate. 


FURTHER DISCUSSION OF SLUM-CLEARANCE PROGRAM 


Mr. Coxe. The slum-clearance program—while in my opinion it 
must be operated in conjunction with public housing and problems of 
relocation of the people who have been displaced by reason of slum 
clearance—is a direct responsibility of the Office of the Administrator, 
and for the purpose of this record I think it would be unwise to confuse 
the two. 

Senator SALTONSTALL. I| agree with you. 

Senator Maysank. I did not desire to confuse it. I only meant, 
as so ably stated by you, they are tied together. 

Mr. Coxe. Very definitely so. 


HOUSING-RESEARCH PROGRAM 


The next item is the ““Housing-research program” in the bill. The 
House bill provides nothing for the housing-research program. The 
statutory requirement that a housing research be carried on thus has 
been abrogated. I am somewhat at a loss to know what to do about it 
I have had a special statement prepared on the research program, 
which I will submit for the record. 

(The material referred to follows: ) 

By the passage of the Housing Act of 1949 it appeared to be clearly the intent 
of the Congress that the Federal Government, through the instrumentality of its 
Housing Agency, should carry out an integrated program of research covering 
all phases of the housing process. The purpose of this action, as indicated by 


the act, was to assist the housing industry, financial institutions supporting it, 
and local governmental bodies by the development and demonstration of new 
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and improved techniques, materials, and methods which would permit pr 
gressive reductions in housing construction and maintenance costs and stimulat 
increased and sustained production of housing consistent with the economic need 
of the Nation. 

It seemed equally clear from testimony at the hearings precedent to the passag: 
of the act that the Congress was aware that the research function, were it not for 
the complexity and diversification of interests of the group of organizations 
loosely referred to as the housing industry, would ordinarily have been the 
responsibility of the industry itself as in the case of large unified industry organi 
zations. In fact, many of the individual producers’ groups connected with thx 
housing industry insisted that such research was already being carried out by thi 
industry. However, these interests, as the Congress recognized in approving the 
passage of the act, failed to note the difference between product research whi 
aided a specific group within the industry to sustain its markets and its profits 
and research directed at the solution of overall problems facing homebuilders 
product manufacturers, financial institutions and the general public alike, whic! 
in effect were the direct responsibility of no one group but which limited progress 
in achieving improvement in quality, reduction of costs, and efficiency in produc- 
tion and marketing of the total product—the home for the American family. 

Since undertaking the necessary research and coordinating activities in January 
of 1950, the Housing and Home Finance Ageney, for the relatively small outlay 
of $4.3 million in public funds, has made substantial progress in meeting the 
objectives expressed in the act A measure of the economy of this expenditur 
contrasted with the Agency’s contribution through its research activities toward 
achievement of lower costs and improved quality of housing and the applicatio: 
of more efficient methods to residential building operations may be obtained by 
comparing it with the dollar amount represented by the 3 percent of gross profits 
on operations which industrial leaders throughout the United States concede 
must be plowed back into research to keep even moderately ahead of the com 
petitive pace set by modern industry. In the case of the homebuilding industry 
the volume of new nonfarm residential construction put in place during roughly 
the same period (1950, 1951, and 1952) was reported by the Departments of Labor 
and Commerce to slightly exceed $36.2 billion In the absence of any avai 
able reports of gross profits, should these be computed to be so improbably lov 
as 10 percent of the total volume of business indicated for the industry, the 
research expenditure required over the 3-year period to assure technologica 
progress and economic security, by its own estimate, would equal $108 million 
Even were this figure for the industry’s gross profits wholly realistic, the Federal 
Government’s expenditure of $4.3 million, a mere 4 percent of the amount re 
quired, would represent but a small portion. A greater degree of significance 
in this situation appears when consideration is given to the part increased ef 
ficiency in builders’ operations and improved quality of their product developed 
through research plays in lowering the risks involved in lending operations of thx 
financial industry which annually invests in the neighborhood of $16 to $18 
billion in nonfarm residential mortgages under $20,000, not including the addi- 
tional amounts involved in commercial short-term construction loans on new 
construction and rehabilitation of existing dwellings. Alternately, should the 
Government’s research activities in the housing field be measured in terms of 
its cost per dwelling constructed, the realization of savings to the industry of 
only $1.25 per unit on the approximately 3.6 million units started during th« 
period would more than pay for the tax dollars of investment represented by 
the $4.3 million expended from January 1950 to date. An examination of the 
results produced by the Agency’s research over the same period indicates that 
the potential savings to industry, were the results uniformly applied, not count 
ing the intangible benefits represented by an increased industry awareness of 
the need for improvement and the stimulation and coordination of overall co- 
operation in attaining this goal, would far exceed this relatively insignificant 
amount per unit constructed. 

In spite of the fact that it is a generally accepted condition in industrial research 
that usable results do not normally become available for from 5 to 7 years after 
the investment of funds for their development, the Agency’s research activities 
have produced a substantial number of innovations and improvements which 
have already been accepted and utilized by the housing industry. Moreover, the 
confidence of industry members has been gained and a firm basis for cooperative 
effort which should eventually preclude the need for Government participation 
in actual research operations in this field has been established. Industry and 
local governmental fears of Federal intervention and regulation through research 
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channels have been largely removed The Ageney’s Research Division 
become an increasingly effective clearinghouse for ideas, information, and 

in housing technology, economics, finance, and administration of adequate locs 
public controls over housing construction, use, and occupancy Ample evidence 
in support of this is furnished by the response of the major national trade and 
business publications serving the industry as well as by the actions of industry 
itself in accepting and utilizing research results stemming from the Agency’s 
activities. The case of need for continuance of the Government’s | 
research efforts at this juncture seems clearly demonstrated by the industry’s 


ousing- 


| 
own words in the few excerpts quoted below from the many publications of and 
communications from users of the Agency’s research results 


FROM PRESS AND PUBLICATIONS 


House and Home (the magazine of building), February 1952: “If final tests 
prove satisfactory and the method is widely used (Framing method developed by 
HHFA research) * * * savings could be spectacular.” “In the building field 
the technical bulletins sent out by the Housing and Home Finance Agency are 
regarded with near reverence.” 

July 1952: “The HHFA has done it again. These three Construction Aids 
are the most recent first rate publications to come from the Agency’s energetic 
Division of Housing Research.” 

March 1953: “This significant development in house design (HHFA’s 1%- 
story roof truss) has long been discussed, and pleaded for * * *” 

Plumbing and Heating Journal, May 1952: ‘Specific moisture problems re- 
quire specific treatment. Among the most respected treaties is the booklet 
Condensation Control in Dwelling Construetion published by the Housing and 
Home Finance Agency, Washington, D. C.” 

Engineering News-Record, July 3, 1952: “Research sponsored by the Hous- 
ing and Home Finance Agency may make possible safer or more economical roof 
design for buildings throughout the United States.’’ (Article on housing research 
paper No. 19, Show Load Studies). 

Builder, January 1953: ‘For the fourth time, the Housing and Home Finance 
Agency is making available to builders invaluable data on countless experiments 
and research * * *.”’ (Review of Housing Research Quarterly No. 4. 

Virginia Municipal Review, January 1953: ‘“‘The manufacturers would like to 
see the recommended Federal standards adopted by city activities everywhere.’ 
(Announcement of HHFA’s Recommended Trailer Court Standards. 

National Savings and Loan League Journal, February 1953: ‘‘We are passing 
along to savings and loan managers the summary of an excellent survey sponsored 
in mid-1950 by the Housing and Home Finance Agency * * * ” (HHFA’s 
survey of relevant considerations in home purchases 

Washington Post, February 13, 1953: ‘““These facts * * * are disclosed in a 
nicely put together study by the . Housing and Home Finance Agency” 
(column by J. A. Livingston based on HHFA’s survey of relevant considerations 
in home purchases). 

Other recent articles, reviews, and notices of HHFA research appear in: 
American City, April 1953 
The Real Estate Trends, March 31, 1953 
Monthly Review (10th Federal Reserve District), March 31, 1953 
The Municipal Journal, March 27, 1953 
The Washington Post, March 15, 1953 (feature article 
The Architectural Record, March 1953 
Business Week, February 21, 1953 
Southern Building Supplies, February, 1953 
Heating and Ventilating, February 1953 
Consumers Research Bulletin, February 1953 
The American Builder, February 1953 
American Artisan, February 1953 
Homecraft, February 1953 
Texas Municipalities, January 1953 
The New York Times, January 31, 1953 (feature article 
The Construction Specifier, January 1953 

From correspondence received: 

Armco Steel Corporation, Middletown, Ohio: ‘“‘We are interested in receiving 
copies of all the issues published (HHFA’s housing research quarterly) as we 
find them very helpful in our work.” 


32743—53 28 
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Magic Chef, Inc., St. Louis, Mo.: “I certainly think that such studies as 
are working on should be repeated * * * Please feel free to write us at any tin 
and I will be as helpful as possible in either getting association help or * * 
giving general information * * * from my own office.” 

Loomis and Johnson, realtors, Lincoln, Nebr.: ‘‘* * * the figures * * * wer 
from a survey on what people looked for in housing (HHFA’s study of relevar 
considerations in home purchases) and * * *. I would like to get a copy * * 
we have been missing the opportunity to obtain very worthwhile informatio: 
which will be of help in the conduct of our business.” 

Phoenix Building Products, Inc., Philadelphia, Pa ‘The information whic! 
you have given us in the advance copies of this article (HH FA’s Housing Researc! 
Quarterly No. 4) have been helpful in the work which we are trying to do 
developing a crawl space cover.” 

State of New York, Department of Commerce, Bureau of Planning: ‘“W 
believe this (HHFA’s suggested land subdivision regulations) to be a very fin 
exposition of the problems * * * we doubly welcome such contributions as vour 
new book on this subject 

Regional Planning Commission, Cleveland, Ohio: ‘‘We find it very difficult t 
resist plagiarizing your material’ (HHFA’s suggested land subdivision regu 
lations). 

[Insulation Board Institute, Chicago, Ill.: ‘“‘The Materials Use Survey * * 
has been quite useful in some of our technical studies and I wish to credit your 
organization with doing a very fine job.”’ 

National Association of Cost Accountants, New York, N. Y * * * find it 
to be a very comprehensive and useful accounting manual (HHFA’s record 
keeping for the small home builder) for the purposes for which it was designed 
The Housing and Home Finance Agency is to be congratulated * * *.”’ 

C. J. Moecker, builder, Eureka, [ll.: “‘* * * the need is great * * * for com- 
pact, simplified record keeping such as your agency has compiled. I am speaking 
from personal experience as a builder with inadequate accounting system, until! 
I started using the system perfected by the Housing and Home Finance Agency 

Salvatore S. Guzzardi, consulting engineer, Philadelphia, Pa.: ‘‘We find the 
technical publications of your agency a valuable asset in our work * * *.”’ 

The Upson Co., Lockport, N. Y.: “‘* * * another survey that is worth at least 
‘part of the taxes we paid last year’ * * * this kind of work should be given 
considerable recognition * * * it has been very, very helpful to us in making 
certain decisions’’ (HHFA’s prefabricated home industry survey). 

Porcelain Enamel Institute, Washington, D. C.: ‘‘* * * want to express to 
you the deep appreciation which we have for the excellent work which HHFA is 
doing in the field of housing research.”’ 

Portland Cement Association, Washington, D. C.: ‘‘* * * will be very useful 
to us in our work with the * * * industry * * * to improve the product 
(HHFA’s Housing Research Paper No. 25). 

National Association of Home Builders, Washington, D. C.: ‘‘This technica! 
data certainly should be of considerable value in obtaining best possible results on 
concrete masonry wall construction’? (HHFA’s Housing Research Paper No. 25). 

Prefabricated Home Manufacturers’ Institute, Washington, D. C.: ‘‘* * * 
read with great interest the prepublication edition of Financing the Construction 
of Prefabricated Houses. Nowhere else to my knowledge does such a compilation 
of information exist * * * We most urgently recommend its publication.” 

Revere Copper & Brass, Inc., New York, N. Y.: ““* * * this study (materials 
use survey) filled a long standing need for suppliers of building materials * * * we 
would welcome a similar study made every 2 or 3 years.” 

Armstrong Cork Co., Lancaster, Pa.: ‘‘* * * we have found the materials use 
survey to be one of the most valuable studies dealing with building materials 
ever to come to our attention.” 

Department of the Navy, Bureau of Yards and Docks, Washington, D. C 
‘“* * * snow load * * * has been * * * one of our problems for a long time 
* * * Housing Research Paper 19 snow load studies will be of much assistance 
our 

Esau Sardin, Madison, Wis.: ‘“* * * many Government agencies may have 
overstepped their bounds, but HHFA’s cause for existence is the magnificent re- 
search projects it quietly executes * * *” 

The United States Housing Corporation, Mason County, W. Va.: “* * 
Housing Research (HHFA’s quarterly) should establish itself as the most valuable 
single publication in the United States contributing to lower costs and greater 
efficiency in the home building industry * * *” 


* 
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Firestone Tire & Rubber Co., Akron, Ohio You are to be congratulated o1 
the excellent and clear-cut manner in which you have handled this subject * * * 
(How Big is the Housing Job?).”’ 

Sears, Roebuck & Co., Chicago, Ill.: ‘‘The materials use survey is, in my opinion 
about the finest, most useful * * * material, interpretive of markets, that | 
have seen.” 

National Gypsum Co., Buffalo, N. Y.: “‘* * * how big is the housing job and 
the 1950 housing situation in charts * * * an outstanding piece of work * * 
vitally important to us as well as to any others * * connected with the building 
industry.” 

James McCawley (national roofer), Chicago, Il * * * attended a conven- 
tion * * * at which a speaker railed at the amount ’ spent by the Govern- 
ment in distribution information which could be done equally well or better by 
private interests * * * just after that I get a manual from vou that knocks this 
argument i~to a cocked hat. I take off my cocked hat to you * * *’ 

United States Steel Co., Pittsburgh, Pa.: ‘‘It is refreshing to examine a straight 
forward publication such as your analysis of the size of the housing job.”’ 

Typical examples of methods for actual reduction in the cost of home construc- 
tion and purchase developed and demonstrated through the Agency's researc! 
activities present other convincing reasons for not abandoning the Government's 
research program in this field. A few of the substantial number of examples of 
benefits resulting from the work completed or in process by the Agency are given 
below. It is anticipated that much more will be obtained if it becomes possible 
to complete the approximately $1.5 million of unfinished research contracts now 
nearing completion. 

Research undertaken by the HHFA under contract with New York University 
has demonstrated a roof framing system which in an actual construction, volun- 
tarily carried out by a local builder, has shown a savings of $180.00 (34 percent 
of the cost of roof construction done by the same builder by conventional methods 
in the same location under the same price and wage conditions. 

Application of this system to even one-tenth of the approximately 1 million 
houses estimated to be started during 1953 would produce a reduction in the cost 
of houses built during this year of $18 million 

Another demonstration of cost-saving techniques carried out under contract 
with the University of Illinois has indicated, through actual application by a local 
builder, a savings of $212.50 per dwelling unit in the construction of exterior walls 
over conventional methods now used by most builders. This, if computed o1 
the same basis as the savings in roof framing shown above, would amount to an 
annual homebuilding cost reduction of over $21 million 

Research conducted by the Agency in Jacksonville, Fla., to determine the 
composition of closing costs in mortgage settlements made under the VA guaran- 
ty procedure developed information which led to the Veterans’ Administration 
taking action in all of its local offices to eliminate one item of cost amounting to 
$5. On the basis of mortgage closings in Jacksonville from the time action was 
taken to date the savings to veteran home buyers would be $12,500. Although 
it is not known whether this condition exists generally throughout the country, 
it is believed that there are many localities where the action taken by the VA 
as a result of the Agency’s information will multiply these savings many times 
over among the estimated 300,000 veterans who have purchased homes since 
the date of the action. 

Preliminary results of research carried on by the Ageney through contract 
with the John B. Pierce Foundation Laboratories has developed possibilities for 
an average daily per capita reduction of 35 gallons in reskdontial water usage 
through redesign of plumbing fixtures. Based upon the 1950 census of popula- 
tion in the United States the potential conservation of water, if only one-tenth 
used this type of plumbing, would amount to about 192 billions of gallons annu- 
ally. The HHFA’s study indicates that this could be done without loss of com- 
fort, convenience or the lowering of health standards. Although it is difficult 
to translate this savings into dollar value, it would show a substantial benefit in 
the national economy. 

Staff research by the Agency has resulted in the publication of information or 
planning principles for the arrangement of plumbing fixtures which show potential 
savings of $40 to $50 per typical dwelling unit constructed. The total cost reduc- 
tion if these methods were generally applied can easily be seen. In addition the 
use of the methods will conserve approximately 84 pounds of cast iron, 5 pounds of 
steel, 48 pounds of lead and 5% pounds of copper per dwelling. This would mean a 





434 FIRST INDEPENDENT OFFICES APPROPRIATIONS, 1954 


substantial reduction in the materials drain on the national economy if effected 
overall home construction. 

Methods for reducing the amount of roof gutters used in tvpical hou 
developed through HHFA staff research have indicated that an average saving 
about 50 lineal feet of guttering is possible. This would represent a savings 
approximately 45 percent in the cost of gutter installations and, while it represent 
a small amount per dwelling, if the methods recommended were generally us 
would show a substantial reduction in costs and materials usage on a natior 
basis 

Although other examples of actual dollar savings could be shown, it is belie 
that the few set forth above will serve to show that the value of the HHFA 
research to the building industry and its worth in conservation of natior 
resources far outweighs the relatively insignificant amount the Government ha 
spent up to this time 

However, in addition to these tangible and demonstrable benefits there 
many other results of the agency’s work in this field which it is extremely diffic 
to evaluate in terms of dollars. These lie in the fileds of economic and finar 
guides furnished the industry as indicated by the excerpts from correspondences 
previously shown and in the assistance given local planning and building regula 
tions officials and the national and regional code writing and standards bodi 

For example, in the economic field the results of agency research in materi 
use in home construction are being widely used by manufacturers of buildir 
products in gaging their markets, plant expansion, new product development, ar 
the effectiveness of their sales coverage Among such users are the followi: 
major industry organizations 

Minnesota and Ontario Paper Co 
Booz, Allen & Hamilton 
Minneapolis Honeywell Regulator Co 
General Electric Co 

Stewart-Warner Corp 
Tile Council of America 
Kaiser Aluminum & Chemical Co 
Stanlev works 
tevere Copper & Brass Co 
General Motors Corp 
Oil Heat Institute 
Armco Steel Corp. 

Another staff research effort produced information on the nature of the housir 
job which has been widely used by industry market research departments, a1 
budget officers in providing them with guide lines for future sales potentials, ar 
so forth Among the groups which have used this document for such purposes are 

Firestone Tire & Rubber Co. 
Wood Conversion Co. 

Minnesota and Ontario Paper Co. 
York Cornoration 

National T ead Co 

Svivania Electric Products Co 

How Big Ts the Housing Job? has also been used by business economists as a 
guide in their longer range forecasts of the general economic outlook. Among 
the gTOUDS who so use it are: 

Scudder, Stevens & Clark 
Tri-Continental Corp 
Standish, Aver & McKay 
Naess & Thomas 

In discussing the problems encountered in the building-regulations field, an 
editorial in the September 1952 issue of the magazine House and Home savs 
“The most expensive thing about todav’s house is the loeal building code unde 
which it has to be erected, with its countless unpredictable and often sensele 
variances from sound national standards * * *” 

The Agency’s work in this field has heen directed primarily toward obtaining 
agreement on uniformity of technical provisions of building codes and upon the 
training of local building officials in proper administration and enforcement of the 
regulations. Working with the Joint Committee on Building Codes composed of 
representatives of national code-wrifing groups and standards-setting bodies and 
interested Federal agencies, the HHFA has prepared analyses of the technica 
provisions of four model building codes to serve as a basis for agreement to resolve 
variances and provide a workable solution to the problem of nonuniformity. It 
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is in the final stages of development of training courses \ h can be 
building departments to instruct its officials a tor improved 
for administration and enforcement of local codes and ‘ nu thei 
of the problems involved. To date the joint commi 
eight major code subjects which has been reflect 
and standards sponsored by the Building ¢ 

American Standards Association, and th 

Commenting on the training material 

national City Managers Associat 

, } 


} 


lent and I am certain it 
which have not } 
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adopt 
Public Administration S 
of high importance , 
spread interest amo! 
the 5 comprising the 
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Michigan State Ass 
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the Americar 
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Other evidence of the 
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relation of shrinkage to m 
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more than repay the 1 
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Senator MaysBank. How much did Mr. Dodge recommend y 


I mean he is a good businessman and he wants to save money for 


the Government, and he made a good witness before the Banking 
and Currency Committee 


0 


REVISED BUDGET 


Mr. Coie. The revised budget contemplated $800,000 for this work 

Senator Maysank. How much reduction was that from the 
original? 

Mr. Frantz. That was reduced from $950,000; $950,000 to $850 
000, which would be about 16 percent 

Senator Maysank. Of course, if you did away with it entirely 
you would do away with the law passed by the Congress? 

Mr. Franrz. That is correct, sir. 
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Senator ELLeNperR. What was the amount of money spent this 
present fiscal year on that item? 1953? 
Mr. Frantz. This year we have approximately $530,000. 


COLLEGE HOUSING PROGRAM 


Mr. Coie. The next item is the college housing program, which is 
a provision for making loans to the universities and colleges fo: 
dormitories. 

The program is restricted in the bill to $21 million in connection 
with new loan commitments made after June 30, 1953. 

Senator MayBank. Those are loans? 

Mr. Coie. Those are loans. 

Senator Maypank. Let me ask this: Have any loans gone sour to 
colleges? 

Mr. Coie. No. 

Senator MaysBank. Are they amortizing the debt and paying it 
on time? 

Mr. Coxe. Yes. 

Senator MayBank. Why restrict the colleges of the country, then 
to limit dormitory facilities for educational use, if they are paying 
for themselves? You are not paying anything. Am I wrong? 

Mr. Coxe. Of course, I am very much concerned with the need fo: 
assistance to colleges and universities. 

Senator MaysBank. | mean, it does not cost the taxpayers any 
money, does it, unless something goes wrong? And you are getting 
enough interest back to take care of 1 or 2 small losses, are you not? 

Mr. Couiz. That is true. There is no loss to the Government at 
the present time. 

Senator Maysank. Of course there is not. It does not cost the 
taxpayers anything. 

Mr. Cougs. There is a suggestion in the House report of a possible 
change in methods for this lending program. It is, of course, a cash 
drain upon the Treasury, naturally, and therefore a budgetary item 

Senator MayBank. Yes. 

Mr. Coxe. And it is possible that some other program might be 
devised. I do not know. 


NEED FOR STUDY 


Senator MaysBank. You have not finished your study? 

Mr. Coxe. I have not. I have been in office as Administrator for 
only about 6 weeks. My position is that this does require careful 
study. It is an important program. 

Senator Maypank. Of course. 

Senator ELLeENpDER. How much did the House allow on that 
program— anything? 

Mr. Cote. Yes. They restricted the expenditure to $21 million in 
1954, 

Senator Maypank. The loans. 

Senator ELLENDER. | understand. 

Mr. Coxs. With new loan commitments restricted as to those made 
after June 30, 1953. Do you want me to comment further? 
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HOUSE REPORT 


Senator SaLronstaLu. The House report, Mr. Cole, savs that $34 
million has been committed to this program as of January 31, 1953; 
the original budget proposed that this item be increased to $94,000,000 
by the end of fiscal 1953, and a total of $150 million would be com- 
mitted by the end of fiscal 1954 

The House cut that to make available $21 million more for fiscal 
1954. Is that correct? 

Mr. Coxe. Senator, I must point this out: The amendment to this 
limitation on the floor actually put it on a more liberal basis than that 
originally recommended by the Appropriations Committee. 

Senator SALTonsTaLL. What does the floor amendment do? 

Mr. Coxe. It puts the limitation ahead to June 30, 1953. If you 
will read what it says—it is restricted to expenditures of $21 million 
in connection with loans or commitments made after June 30, 1953. 

Senator Mayrank. What is your recommendation on it, Mr. Cole? 


AGENCY RECOMMENDATION 


Mr. Core. Well, we recommend that the appropriation should be 
increased by $150,000. Am I right? 

Mr. Frantz. That is the administrative figure 

Mr. Coxe. I am wrong about that. I would like to have Mr 
Fitzpatrick comment on that. 

Senator Mayank. | just wanted to know what the Eisenhower 
administration recommended. That is all | want to know 

Mr. Core. We think this limitation on the appropriation bill is 
not desirable, and that it should be eliminated. 

Senator Maynank. Thank you. 

Senator SALTONSTALL. Should be what? 

Mr. Coe. Should be eliminated. 

Senator SALTONSTALL. That is the administration position? 

Mr. Cote. Yes. 

Senator ELLENDER. Is there any difference in the amount recom 
mended? 

Mr. Cote. In the amount recommended and the amount the House 
put in? 

Senator ELLENDER. Yes. 

Mr. Cote. Yes. 

Senator ELtenper. Aside from this limitation you speak of? 

Mr. Core. On administrative expenses there is, ves. 

Senator ELLENDER. How about the loan feature? 

Mr. Cote. On the loan feature, no. We think that it is more 
liberal on the loan feature. 

Senator ELLENDER. Mr. Chairman, I wonder if we could have 
placed in the record at this point a table indicating the amount spent 
during the present year, what the Truman budget recommended on 
the same item, and what the Eisenhower administration recom- 
mended. 

Mr. Coxe. We have that. 

Senator SALTONSTALL. Is that the set of figures here? 

Mr. Frantz. That is included in that table, Mr. Chairman. 

Senator ELLENDER. I have not seen it in the record. 
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Mr. Frantz. We can make a very simple table at this point in th 
record, Senator Saltonstall. 

Senator SALTONSTALL. I wish you would. It would be very helpful 

(The information referred to follows:) 


Loan program auth 
cumulative thre 


Colle ge housing program fiscal year 


Original budget $150, OOO, OOK 
Revised budget 150, 000, 001 
House committee bill 153, 735, Of 
House bill 121, 000. 00 


1 On basis of contracts executed as of Dec. 31, 1952 


Senator ELtenpER. What we have here are the lump sums fo: 
Housing and Home Finance Agency, indicating what is for adminis 
tration and what is for slum clearance in various categories. 

Mr. Frantz. I think the difficulty, Senator, in connection with th 
administrative expenses, is this: The bill reported by the House com 
mittee would have placed this limitation as of December 31, 1952 
that is, last December 31. On the floor, that was amended to mov: 
the date to June 30, which would have the effect of greatly increasing 
the program. But when that adjustment was made in the program 
there was no adjustment made in the administrative budget to tak 
care of it. That is our concern in connection with the administratiy 
expense. 

Senator MaysBank. Of course, as the chairman said, and I presum: 
the chairman meant that for everything, the big issue here is th 
35,000 public housing. Of course, we talked about the slum clear 
ance, and I understood the chairman to say that he would have th 
clerk of the committee work out these figures that would go along 

Senator SALTONSTALL. That is right. 

Senator MayBank. In the adjustment, any authorizations that 
might be increased or decreased. 

Senator SALTONSTALL, That is right. 


PUBLIC HOUSING 


Mr. Coxe. Public Housing is next on my list. 

Senator SALTONSTALL. Go to it immediately. 

Mr. Cote. I will go to it immediately. 

In view of the Chairman’s request that we highlight the issues, ! 
think I shall plunge immediately to that 35,000 units problem. 

I have urged, and I urge now, that Congress defer any different 
decision pending the studies of this whole vital problem of public 
housing, which I will make as Housing Administrator. I honestly 
think, Mr. Chairman and Senators, that this is a simple and sensible 
solution—that we have the 35,000 units in 1954. 


LIMITATIONS 


Senator Mayspank. Would you mind putting the figures in here, 
if agreeable to the Chairman? What does the law say as to how 
many houses should be built? 

Mr. Firzpatrick. The law permits 135,000 as a basic annual rate 

Senator Maypank. And last year they recommended 75,600? 

Mr. Core. You are right. 
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Senator Maypank. Last year 75,000 was recommended by the 
President because of the shortage of materials, and so forth and so on 
It went down from the law. Then the House last year, I think, 
approved 10,000. 

Mr. Coir. 5,000 

Senator MaysBank. And we put back the 35,000; is that right? 

Mr. Corr. Right 


PRESIDENTS RECOMMENDATION 


Senator MaysBank. What did President Truman and President 
Kisenhower recommend this year? 

Mr. Cour. President Truman in his budget recommended 75,000 

Senator Mayspank. And President Eisenhower recommended 
35,000? 

Mr. Coir. He recommended 35,000 and we still recommend it 

Senator Mayspank. Is there any possibility of getting for the record 
here, because I would like to get these figures, Mr. Chairman, a list 
of the houses that have been built so far, the public housing that have 
been authorized by the law and been appropriated for, or authorized 
to have loans to construct? Can vou get the number up and get the 
amount of money that has been spent by the cities and in some in- 
stances, I think, county governments also in public housing? You 
have county governments, do you not? 

Mr. Firzpatrick. Yes, we do 

Senator Mayspank. How much money has been paid in and how 
much taxes, or in lieu of taxes you are to pay back to the communities 
Would you get those figures so we could have something definite to 


show the amount of money spent, that is, the amount of money bor- 
rowed, because bonds are sold against all of them. 


Mr. Firzparrick. Yes, sir. 

Senator Mayspank. Are any in default? 

Mr. Firzparrick. No, sir 

Senator Maypank. None? 

Mr. Firzparrickx. No, sir 

Senator Mayank. Not a single public-housing bond in default? 

Mr. Firzparrick. No, sir 

Senator Maysank. All up to date in amortization? 

Mr. Firzparrick. Yes, sir 

Senator Maysank. And no complaints from any community you 
have not paid in lieu of taxes what is necessary on the agreement 
with the city or the county? 

Mr. Firzpatrick. Not to my knowledge 

Mr. Coie. What was that, Senator? 

Senator MayBank. I said, have there been any complaints to you 
from communities that you have not met the obligations in lieu of 
taxes. 

Mr. Frirzparricx. No. There will occasionally be complaints, 
Senator, that they do not believe the amount provided by the statute 
is enough, but not that it has not been paid. The statute permits 
10 percent. 

Senator Maysank. Ten percent; yes. You do not know how 
much we are paying out in low rents each year, offhand? 

Mr. Firzparrick. No, | do not. 
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Senator MayBAnk. | know you could not give that because eac! 
city is different. The communities made these agreements themselves 
in lieu of taxes. Is that right or is that not right? 

Mr. Firzparrickx. That is right. 

Senator MaysBank. The board, council, or whoever it might hay 
been, of New Orleans or Charleston, said, ‘‘Now, you will have to do 
this in lieu of taxes, pay this water rent, and so forth, on all thos: 
local things.” 

Mr. Firzpatrrick. Yes. 

SUBSIDIES 


Senator MayBank. What I ask now—how much subsidies you pay 
For instance, the Commissioner of the District of Columbia yesterday 
said that you have paid $100,000 here in the District, that they ha 
collected $3,800,000. Do you know how much in the whole United 
States on all those housing projects? 

Mr. Firzparrick. We can furnish it for the record. 

Senator Mayspank. Thank you. 

Senator ELLENDER. Would you want that for each project, Senator 
or for each locality? Because I was going to suggest that they obtain 
for us figures to indicate what is the entire amount of subsidies, let's 
say, for the Washington area, and how much more could it be unde: 
the law. In other words, many of the chief opponents of this proposa! 
say that the Government subsidy was sufficient to meet the payments 
of the bond, but, as a matter of fact, the subsidies actually paid wer 
far less than what could have been paid under the law. Is that 
correct? 

Mr. Firzparrick. That is correct. 

Senator ELLenper. If we can obtain a table or some figures to 
indicate what these subsidies were in different areas of the country 
where projects were built, I think it would be of much assistance to 
the committee. 

Mr. Frantz. We can do that, Senator Ellender, but in general the 
budget estimate for subsidy payments for 1954 is $39,700,000 

Senator ELLENDER. Yes. 

Mr. Frantz. Which is between 50 and 60 percent of the maximum 
provided for in the contracts covered by that amount. 

Senator ELLENDER. Well, that is from all over the country? 

Mr. Frantz. That is right. 

Senator ELLenper. If we could particularize that a little bit. 

Mr. Firzparrick. May I suggest—would it serve your purpose as 
well if we took, perhaps, a dozen cases scattered about the country, 
rather than try to prepare a complete list, which is a sizable record- 
keeping job? 

Senator ELLenpER. I would not want to impose too much work 
on you, but if you have the average throughout the country and 
then select, as you say, a few cases. 

Mr. Firzparrick. Yes. 

Senator ELLeENpDeER. In doing that do not select the best or the 
worst. Try to average it out. 

Mr. Firzparrick. Yes, sir. 

(The information referred to follows:) 
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CuMULATIVE Data ON LOCALLY OwNED Low Rent Prosects ELIGIBLE FOR 
ANNUAL CONTRIBUTIONS—Covers PerRiop From Fiscat Year 1941 THrovGs 
Fiscal YEAR 1952 


As of June 30, 1952, there were 582 projects consisting of 156,084 units eligible 
for annual contributions. Some of these projects have been completed and eligible 
for annual contributions for the full 12-year period, and others for lesser periods 
including some which were completed and became eligible for annual contributions 
for the first time in the fiscal year 1952 


Local housing authority borrowings to finance these projects 
Total funds borrowed $802, 014, 311 
Borrowings outstanding fiscal year 1952 718, 601, 288 
Cumulative amount of principal retired through fi ’ 
1952 83, 413, 023 
Amount of interest paid by local housing authorities: Cumulative 
since project completion through fiscal year 1952 
Payments in lieu of taxes paid by local housing authorities: Cumu- 
lative payments in lieu of taxes through fiscal year 1952 
Maximum Federal annual contributions compared with actual 
annual contributions paid: 
Cumulative contractual maximum annual contributions 
through fiscal year 1952 
Cumulative actual annual contributions through fiscal year 
1952 
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Senator ELLENDER. Now there is another question that 
up very often, and that is as to whether or not these facilit 
completely filled with | eople who are ¢ ntitlh 
the law. During the course of your remarks, Mr. Cole, 
would cover that pli ase 

Mr. Core. All nght 

Senator ELLENpER. Those are the two questions 

Mr. Coie. Senator, that is covered by a statement already sul 
mitted by PHA. 


The information 


units, there is a further point that I think is rather im 
Without the debate on the ficor, it might have been concluded { 
the bill and the committee report that it was intended to stop 
program completely next Jure 30, with no rew starts in fiscal 
1954. However, the official interpretation offered by the committ 
in foor debate wo a permit aq litic i art l} »neal 70,000 
that is, all units under annual tribu contract as of its appro. 
by the President and \ tarted. In orde LO the recor 
straight, let me state what inderstand would be the situat 
bill were enacted wit! 


record We would he enjou ea Irom ent 


rtant 


Mr. Cour. If I mav continu 1 the question of publi 


0 
it 


contributions contracts after June 


and expected to proceed with the 


effect—in other words, 70,000 

Senator MayBank. | am so glad you | cht that 
coing to be frank | have been following this housing thing si 
inception in the Banking Committe: I did not know that was the 
interpretation. If it is the interpretation, it will be an injust 
those communities who have not applied and plan to still 
Would that be correct? 

Mr. Coxe. Senator, any limitation is going to work a differentia 
between communities who want it—some will get it and some will not 
Any limitation will do that, Senator 


PRESENT CONTRACTS 


Senator SALTonsTALL. The situation is, as I understand, Mr. C 
that you have approximately at the present time 70,000 houses 
have all been 

Mr. Coue. Contracted for. 

Senator SALTONSTALL. Contracted for 

Mr. Coxe. Under loan and annual contributions contract 

Senator SaLTonsTALL. If the 35,000 houses are allowed in 
vear’s bill, that would mean out of those 70,000 already contracted 
for, 35.000? 

Mr. Coxe. Only 35,000 

Senator SaLTonsTALL. Only 35,000 could be started? 

Mr. Core. Right. 

Senator SaALTonsTALL. That is correct; is it not? 

Mr. Coxe. That is mght. 
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Senator Maysanx. And in addition, no new applications accepted? 

Mr. Coxe. If you put the House limitation in; yes, sir. 

Senator SALToNsTALL. Just one other thing. In other words, if 
these 35,000 hourses are allowed, you know where they are going, 
because you have got them all under contract. Is that correct? 

Mr. Corr. We know roughly, do we not, Mr. Egan? 

Mr. Eaan. Senator Saltonstall, whatever construction is started 
next year under this limitation will come out of those under annua! 
contribution contracts. We know generally where that might be. 

However, I want to point this out: that if we are allowed to proceed 
under the arrangement that the House has evidently set up in this 
bill, with the seventy-thousand-odd or close to 70,000 units, we would 
not be able to construct them all next year 

Mr. Core. That is right. 

Mr. Eaan. Because we have quite a few of them under annual 
contributions contract that involve slum sites with very serious reloca- 
tion problems, which could not possibly go forward next vear. 

Senator ELLtenper. Of the 70,000 you now have contracted for, 
are we to understand with this limitation you would be prevented 
from going on with those? 

Mr. Ea@an. No. 

Mr. Frrzparricx. May I explain it, Senator? 

Senator Maypank. I wish you would make this clear. I am con- 
fused about it. 

EFFECT OF HOUSE LANGUAGE 


Mr. Firzparrick. Under the limitations placed in last year’s 
Appropriation Act, the PHA is authorized to start in any fiscal year, 


including this fiscal year 1953, 35,000 units, and the PHA not to 
enter into contracts which will bind it to start more than 35,000 
units in any future fiscal year, unless the Congress shall authorize 
thereafter a higher amount. 

That means that in the year that you are starting 35,000 units, 
you are also putting under contract for next fiscal year enough to 
keep going at a 35,000 annual rate until such time as the Congress 
changes the present law—the language included in the 1953 Appro- 
priation Act. 

Senator SALTONSTALL. And so you have got 2 years ready now 
70,000? 

Mr. Firzparrick. PHA would, by the start of the next fiscal 
year, fill the pipeline up again to have 35,000 ready for fiscal 1955. 

Senator SALTONSTALL. And if the House language goes through, 
you will not fill anything more into the pipeline? 

Mr. Frrzpatrick. That is correct, sir. The House language 
would say that as to those units which PHA now has under loan and 
annual contributions contract, there is no limitation on the number 
of units which may be started. PHA may start them all, if it were 
possible to do so, this year. 

Senator SALronsTaLL, That is 70,000? 

Mr. Firzpatrick. Approximately 70,000. But, under the language 
now in the House bill, PHA shall not, from the date of the passage 
of that bill, place any more units under contract. 

Senator SALTONSTALL. And if we put the 35,000 back into the bill 
with sufficient money to support it, that means you can put 35,000 
more into the pipeline? 
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Mr. Firzparrickx. That is right. 

Senator SALTONSTALL. With 70,000 already in the pipeline? 

Mr. Firzparrick. That is right. 

Senator SaLtronstaLy. Of which you would build this vear in 
fiscal 1954 35,000? 

Mr. Firzparrick. Yes, sir. 

Senator SALTonsTaLL. Thank you. 

Mr. Coxe. As Mr. Egan says, they would not be in a position 
to construct the full 70,000 in 1954 anyway. 


RECOMMENDATIONS 


Mr. Firzparrick. What the Administrator has recommended, 
in effect, is that while the restudy and reevaluation of programs 
is going on, the present programs should be administered on the 
basis of the law as the Congress has set them up, and therefore, he 
has asked that you retain the language which the Congress put in 
last year—namely, to start 35,000 a year—and to keep the pipeline 
in such shape that it may go at that rate in the next fiscal year. 

Senator Mayspank. And Mr. Cole and Mr. Dodge and the President 
all recommend that? 

Mr. Co.e. That is right. 

Senator SALTONSTALL. If this committee—including the Chairman, 
who feels that way—wants to continue this 35,000 a year, up to that, 
then you have the figures that we need to change so that in this budget 
you can do that? 

Mr. Cote. Yes, that is true, and that is particularly important 
with respect to administrative expenses. 

Senator SALTONSTALL. And you will put that in, Mr. Cole? 

Mr. Coxe. Yes. 

Senator SALTONSATLL. You will give that to the committee clerk, 
Mr. Cooper, so that when we come in to—well, let us have it at 
35,000, 25,000 and 15,000. 

Mr. Coxe. Yes, sir. 

Senator SALTONSTALL. So we will know what we are doing. 

Mr. Coie. Yes, we have that. 

Senator ELtenperR. Mr. Chairman? 

Senator SALTONSTALL. Senator Ellender. 

Senator ELLENDER. At this point I would like to ask this: Why is 

that you have as many as 70,000 units accumulated? 


LOAN AND GRANT CONTRACTS 


Mr. Coie. They are under loan and grant contracts. 

Senator ELLENpDER. I understand that. But why have you so 
many accumulated? 

Mr. Firzparrick. There are two reasons for that, Senator. Prior 
to the last fiscal year, there was no statutory limitation on the number 
of units to be started or to be planned in any future fiscal vear except 
that provided in the basic statute—135,000 a vear. There was an 
administrative limitation of 50,000 which could be started in the year 
preceding this current fiscal vear—fiscal vear 1952. 

When the 35,000-unit limitation for the current year and for future 
fiscal years was placed in effect, no additional preliminary loan con- 
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tracts were entered into from that point on, because there were enou 
under contract to keep moving towards the loan and annual contri 
tions stage, and to keep enough in to start at the authorized level 

Senator ELLENDER. You mean to meet the 35,000? 

Mr. Frrzparrick. To meet the 35,000. But to meet the 35. 
limitation, you have to have more under contract than that b; 
35,000. A good many of those may fall out on the way. You n 
have to look at 50 or 60 thousand units in order to gel 35,000 actua 
under construction during the year. 

This year, when you have-—-what?—roughly 70,000 under loan ; 
contribution contracts? 

Mr. Eean. That is right. 

Mr. Frrzparrick. The actual starts at this point are something 
the neighborhood of 34,000 units. 

Mr. Eean. A little higher than that. About 35,000. 

Mr. Frrzparrick. A little over 34,000. So you have to start wit 
a higher figure under loan and annual contributions contract to com 
out with 35,000 actual starts. 

Senator ELnenperR. The argument could not be made then, that 
since you were authorized to build quite a few more in the last 2 yea 
and you have this backlog of 70,000, why give you 35,000 more? Do 
you get the idea? 

Mr. Firzparrick. I get your point, Senator, but I think that last 
year’s amendment was perfectly clear that we were to keep contract 
going at such a rate that we could comply with the future-year limita 
tions. 

Senator ELLENDER. Yes. 


LAND ACQUISITION TIME ELEMENT 


Senator MayBank. How long does it take on the average to get a 
contract and to get the land, Mr. Egan? For instance, in Chicago, | 
understand that they have been trying to get a site there for 2 o1 
years. Have I been wrongly advised? 

Mr. Ea@an. Senator, it has taken definitely as much time as 3 and 
4 years in many cases. 

Senator MaysBank. I think in Chicago, to the best of my knowledge, 
it took 3 years. Am I wrong? 

Mr. Ea@an. That is right. 

Senator MaysBank. And that is the reason for it. Here is a quarrel 
between the people who own the land and public housing. 

Mr. Eaan. That is right. 


RELOCATION PROBLEM 


Senator MaysBank. The relocation problem too. You have to 
relocate all the people under the law within reasonable distance of 
where they work, where they were before. 

Mr. Eaan. That is right. 

Senator MayBank. That takes 3 or4 years. You cannot fill 70,000 

Mr. Eean. That is right. 

Mr. Coxe. Of course, the relocation problem is very important and 
very difficult. 

Senator MayBaNnk. That is right. 

Mr. Coxe. Unless there are further questions on public housing, 
with respect to the Federal National Mortgage Association—— 
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Senator ELLENDER. Mr. Chairman? 
Senator SALTONSTALL. Senator Ellender. 


VACANT UNITS 


Senator ELLENpER. I want him to state specifically for the record 
the situation as to whether or not there are any appreciable number 
of units that are vacant. That charge has been made. 

Mr. Corr. | do not have the details, Senator. Mr. Egan does have 


it 
Senator ELLenpeER. I think we ought to have it in the record 


Mr. Ecan. A statement covering that has been submitted to thi 
clerk. 

Senator ELLENDER. Will you tell us what the picture is? 

Mr. Ecan. Let me read from the statement we have filed 

In the original low-rent-housing program developed under the Housing 
1937, comprising a total of 190,511 dwelling unit he vacancy as of Marcel 
1953, was only approximately | percent—a very | figure 

Such vacancy as exists is largely due to the turno 
the removal of tenants whose incomes have increas 
limits. 


1 


INITIAL OCCUPANCY PROBLI 


The initial occupancy of new low-rent projects a much more compl 
process than that of a private real-estate operation, because of the cond 
eligibility and preference stipulated in the basie legislation. Among oth 
the homes of all applicants except veterans must be visited to make sure that 


families actually came from substandard housing, and their incomes 


checked to determine that they fall within the appropriate limits for admissio 
Among eligible families preferences are granted to applicants displaced by slum- 
clearance projects, to veterans, and to families with the greatest housi 


For these reasons, it is anticipated that initial oceup: 
number of cases, require as long as 3 months after pre 
when substantial vacancy continues after such ar 

occasion to be concerned about the eventual success of 


NEW PROJ EC 


New projects developed 
units, have now been cor | i 
are only 2,176 vacant unit ‘a vacancy 
vacancies are concentrated in some 48 pr 
cies of 15 percent or more ! 
small projects averaging 75 units each, ¢ 
case of some of these projects, units are | 
families about to be displaced by slum-clearance 
is the result of inexperienced local management 
when operating experience is accumulated 
that the number of units built exceeds the nun 
will apply for admission to the projects; in any su 
will eventually be sold to private owners 

It is evident from these figures that vacancy 
in the newly constructed projects, is of very mir 
not of such magnitude as to prejudice a continuatio1 
a nationwide basis. 


lave persiste 


Senator ELteENpDER. Would you say that where you have a vacancy 
ratio rate of 4 percent—do you know what the situation is in privaté 
housing? 

Mr. Eaan. In those localities? 

Senator ELtenper. Yes. Is that due to what? 

Mr. Eean. Probably shift of population 

Senator ELLENDER. Shift of population? 

82743—53——29 
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Mr. Eaan. That is right. That is what we were told in Texas 
for example, many of these things are in small localities in Texas. 

Senator SaLtronstaLLt. Now, Mr. Cole, before we leave publi 
housing, the clerk, Mr. Cooper, who has a good bit of experience on 
this subject, suggested I ask the following question: 

Will you please furnish a statement showing the number of unit 
at each stage in the pipeline as of April 1, 1953, or of the latest avail 
able date? 

Mr. Coie. We have that, yes. 


FAMILIES IN NEED OF PUBLIC HOUSING 


Senator SattonsTaLL. The other question is: Do you know how 
many families in the United States are in need of the type of housing 
you are advocating, of which 70,000 would be a part? Have you got 
any idea of that, any estimate? 

Mr. Cour. Senator, that is a difficult question. 

Senator SaLtronstTauy. Of course, it is a difficult question. W: 
always ask difficult questions over here. 

Mr. Coie. You never ask an easy one, do you? 

Senator SALToNsTALL. If you cannot answer that offhand, would 
you get with your various experts and perhaps put it in the record so 
that we would have it in some reasonably accurate form rather than 
just a guess? Unless you are willing to guess. 

Mr. Coxe. It will be a guess, sir, but I will appreciate it if we could 
give it for the record because it is a difficult problem. It is one of 
judgment really, and can be nothing but judgment. 

Senator SALTONSTALL. I will not press it at this time. But I think 
we should have something that will show the relationship of these 
35,000 units to the total volume of new housing being built—including 
private building, I mean. 

Mr. Coxe. We will furnish it. 

(The information referred to follows:) 


Hovusine Act or 1949—ProcGrRAM Sratus as or Apr, 17, 1953 


Cumulative 


Number of Num ber of 
localities project 


4 pplications for program reservations 
Program reservations issued 

Preliminary loan contracts approved 
Annual contributions contracts approved 
Construction started 

Completed for occupan¢ 


By stage 


Number of Num ber of 
projects units 


Program reservation—No preliminary loan contract » 950 
Preliminary loan contract—No annual contribution contract 1119, 080 
Annual contributions contract—Construction not started 191 68, 504 
(onstruction started but not eompleted 517 | 89, 917 
Completed for occupancy ad bin cdbbbicdddbidedsd | 770 | 2 86, 760 
' 
1 Includes 11,074 under annual contributions contract which did not require a preliminary loan contract 
2 In addition to these units completed for occupancy under the Housing Act of 1949 there are 685 projects 
consisting of 204, 248 completed low-rent units developed under legislation other than the Housing Act of 1949. 
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RELATIONSHIP OF PUBLIC-HOUSING CONSTRUCTION STARTS TO PRIVATE HOUSING 


The Housing Act of 1949 authorized the development of the low-rent prograr 
of not to exceed 810,000 units, at the rate of 135,000 uni.s each year for a 6-year 
period, with authority for the President on the basis of advice of his Council of 
Economie Advisers to reduce it in any 1 year to not less than 50,000 units and 
to increase it in any 1 year to not to exceed 200,000 units. The history of this 
act indicates that the Congress intended the 135,000 units each year to be approx- 
imately 10 percent of the total new-residential construction undertaken each 
year, based on what they considered to be desirable and attainable goals for 
residential construction. The budget request of 35,000 units for fiscal year 1954 
is less than 3 percent of the total anticipated volume of residential construction 
during that period, amounting to around 1,100,000 units. 


Senator SALTONSTALL. There are two other points, if I understand 
the situation correctly, that I would like to get cleared up. First, the 
administrative expense limitations, and then there are 12 amendments, 
language amendments. 


ADMINISTRATIVE EXPENSE LIMITATION 


We will go over the administrative expense limitations first. 

Now there is Fanny May, where the Truman budget called for 
$4,600,000, the revised was $4,200,000, and last year you spent 
$4,158,000, and the House asked you to get along with $2,300,000. 

Mr. Cote. Yes. They cut us 50 percent. 

Senator SaLTonsTaLL. What do you think you ought to do on that? 

Mr. Cote. I do not see how we can possibly operate the program 
on a 50-percent cut. Fanny May has done a good job. We think it 
should be restored. 

FNMA MORTGAGE SALES 


The cut was based, Senator, as I understand it, on the-idea that 
the Federal National Mortgage Association could sell a large part of 
its portfolio 

Senator MayBank. What did they estimate they could sell them 
for? Did they make any estimate? 

Mr. Cote. No. 

Senator Maysankx. What would be your judgment? 

Mr. Cour. I have no idea, Senator 

Senator MaysBank. Do you think they would bring as much a 
95 at the present interest rate? 

Mr. Cour. Senator, I do not know. 

Senator SALTONSTALL. It runs back into the old question of what 
a mortgage is worth today. 

Mr. Coue. That is right, and it is impossible for me to answer that 
for the record. Only the market could tell us that answer. 

Senator ELLENDER. To what extent are you curtailing the pur- 
chases made by Fanny May? 

Senator MayBpank. May I say for the record, Mr. Chairman, they 
have just brought up the rent-control bill in the Senate, and Senator 
Capehart, who handled it, asked me as the ranking minority of the 
committee, to come over. | will read the rest of the testimony. 

Senator ELLeNDeER. It has been charged quite a few times that 
Fanny May is really a dumping ground, as it were, for banks and 
other institutions that purchase these mortgages, and that maybe 
they could look to greener fields for better investments. 
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Now to what extent have you, or has the administration, prevente 
this dumping, or prevented the accumulation by Fanny May of too 
much of this paper? Has anything been done in that regard? 


TEMPORARY LIMITATIONS ON PURCHASES BY FNMA 


Mr. Coxe. For the present time, of course, we have temporarily 
limited purchases of Fanny May to disaster, military housing, and 

Senator ELLtenperR. That was done when? 

Mr. Coxe. April 10. 

Senator ELuenper. April 10. 

Mr. Coun. That is a temporary order, shall we say, until tl 
market becomes 

Senator ELLENDER. Why call it temporary? 

Mr. Coie. Because we do not expect to retain the present situatior 
We must determine what the market is going to be before we can 
back into it. That came about after the announcement by tli 
Treasury that they were issuing bonds at a higher rate. 

Senator ELtenper. Yes. Do you propose to change that ord 
soon? 

Mr. Coxe. I think that we will do this: We certainly propose to 
give it immediate attention, and whether or not it will be changed, | 
cannot tell you. I do not know. 

But may I say to you that when I said “temporary,” I meant tm 
[ said—that we expect that Fanny May will be back into operat 
in the secondary market, to do it on a basis of what 

Senator ELLENDER. Do you propose to proceed without limitatior 
just simply take all comers? 

Mr. Firzparrickx. Of course, Fanny May has always had limita 
tions, both by statute and by regulation, designed to prevent it from 
becoming the 

Senator ELLENDER. Dumping grounds? 

Mr. Frrzparrick. Anyone dumping mortgages. For exampl 
under the statute we are not authorized to buy more than 50 percent 
of the eligible mortgages from any one lender. By regulation, in recent 
months we have been buying not more than 25 percent of the FHA, 
or 50 percent of the VA, eligible loans of any one lender. 

Senator ELLENDER. That is by regulation? 

Mr. Frirzpatrrick. Well, both by regulation and by statute 

Senator ELtenper. The one by regulation could be changed by 
you in the future if you desired? 

Mr. Frrzparrick. It could, but not beyond half of the eligibl 
mortgages held by any lender. That is a statutory limitation. 

Senator ELLeNpeER. If you were to operate Fanny May in the futur: 
without any limitations except those that may be provided by you o1 
by law, is it your view that you should tighten up a little and let 
those who now hold these securities hold them in the future for a 
longer period? 

Mr. Firzpatrrick. You mean to change the current requirement 
that mortgages must be held by the originating lender for 60 days 
before becoming eligible for sale? 

Senator ELLENpeER. Anything within your power that you can do 
by regulation so as to prevent the Government from having to take 
over too many of these loans. 
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Mr. Firzparrick. Senator, I think that has always been the policy 
of the board of directors of Fanny May, but necessarily those policies 
vary as the market conditions change. And it certainly means that 
when the Association goes back into the market again, resuming the 
purchase of mortgages, the Board will have to take into consideration 
all of the changes that have occurred during the period that we have 
been out. 

Senator ELLENDER. When you say ‘‘changes that have occurred,’ 
you mean rise in interest rate? 


RISE IN INTEREST RATES 


Mr. Firzparrickx. The possibility of a rise in interest rates, yes; 
but also such factors as how much private sources of secondary credit 
may have loosened up. 

Senator ELLENDER. I would certainly hesitate to see Fanny May 
take an undue amount of this because of this new interest rate condi- 
tion that has come about in the last 90 days. 

Mr. Firzparrick. It was because of the unsettled conditions in the 
market—to protect itself against, in effect, a run on a bank in the 
unsettled period—that the Association withdrew temporarily from 
over-the-counter purchase. 

Senator SALTONSTALL. Are you through, Senator? 

Senator ELLENDER. Yes, sir. 

Senator SavronstaLL. Thank you 


HOUSING LOAN PROGRAM 


The next one is the housing loan program. Last year you had 
$225,000. The original budget was $780,000. The revised budget 
was $640,000. The House cut the figure to $411,250. Are you satis- 
fied with that figure that the House gave you? 

Mr. Frantz. No. 

Senator SALTONSTALL. How much of it do you feel should go back? 

Mr. Cote. That was a 35.7-perecent cut, Senator. As I mentioned 
with respect to college housing, we feel that it should be restored 

Mr. Frantz. May I make one statement, Senator Saltonstall? 

Senator SALTONSTALL. Yes, sir. 


PREFABRICATED HOUSING LOAN PROGRAM 


Mr. Frantz. For clarification. The figure for the current year, 
1953, is $225,000. It covers only 1 of the 3 programs—the pre- 
fabricated housing loan program. The other two were provided for 
by appropriation in 1953. It is proposed in 1954 to finance the cost 
of all three of those programs from the income from the loans. 
Actually the comparable figure for this year is $704,000 for the 3 
programs—compared to which, in the revised budget, we have asked 
for $640,000, or $60,000 less than for 1953. 

Senator SALTONSTALL. So that vou feel you ought to have the full 
$640,000? 

Mr. Frantz. We would certainly be in much better shape if that 
were restored. 

Senator Sautronstatut. Those three programs are the Alaska 
housing, educational institutions, and prefabricated housing? 
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Mr. Frantz. That is correct. 

Senator SarronstaLL. And you had $225,000 last year. Why c& 
you need $640,000 this year? : 

Mr. Frantz. The $225,000, Senator, covers only 1 of those 
programs in 1953. 

Senator SALTONSTALL. I see. Which one? 

Mr. Franrz. The prefab loans. 

Senator SALTONSTALL. So you throw all three of them in this year? 

Mr. Frantz. That is correct, sir. The total of the 3 in 1953 is 
$704,000. 

Senator SALTONSTALL. I see. 

Mr. Frantz. So that actually the total goes down rather than up 
Senator SatronstaLL. Now the other point. The House con 
mittee says that at other points in the bill the committee has recom 
mended provisions which would effect substantial reductions in each 
of these programs. Those are some of the language provisos put in? 

Mr. Frantz. That is right. 
Senator SALTONSTALL. We will discuss those in a few minutes. 


HOME LOAN BANK BOARD 


Last year you had $725,000; the original budget, $775,000; revised 
budget, $775,000; and the House allowed $775,000. 

Mr. Cote. I would like Mr. Divers, Chairman of the Board to 
comment on that. 

Senator SALTONSTALL. You are satisfied with that amount? 

Mr. Divers. With the total, yes, sir. There is one restriction on 
travel, however, that is unfortunate. 

Senator SALTONSTALL. We are going to go into all of those amend- 
ments in just a minute. There are 12 amendments. We will take 
those up all together. 

Mr. Divers. Right. No question about the total 

Senator SALToNsTALL. Why do you need $50,000 more than you 
had last vear? 

Mr. Divers. Principally because of an increased workload—in- 
creased applications for membership in the bank system, for insurance 
of accounts by the Insurance Corporation, applications for branches, 
hearings to be held in the field, and so on. 


FEDERAL SAVINGS AND LOAN 


Senator SALToNsTALL. Now the next account is the Federal Sav- 
ings and Loan. Last year they had $425,000; the original was 
$455,000; revised, $455,000; and the House allowed you $455,000. 

Why there, again, do you need $30,000 more than you had last year? 

Mr, Divers. Principally for additional clerical assistance because 
of increased workload. The number of insured institutions is con- 
stantly increasing, and their assets increased by around $3 billion last 
year, making an additional load in work we have to do in connection 
with our statutory functions of insurance of accounts, which requires 
increased clerical assistance. 

Senator SALTONSTALL. The Federal Housing Administration. 

Senator ELtenper. If I may interrupt, Mr. Chairman? 

Senator SALronsTaLu, Senator Ellender. 
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LIQUIDATION OF HOL( 


Senator ELLENpDER. I notice the HOLC liquidation. Why is it 
necessary to spend more money on this? I thought the whole thing 
was liquidated. 

Mr. Divers. All of the assets were liquidated, sir. There is still 
considerable correspondence coming in. We have prepared, and ar 
submitting, legislation which would abolish the Corporation afte 
giving notice through the Federal Register that any claims against 
the Corporation should be filed. 

Senator ELLENDER. What is the nature of the correspondence? 
Mr. Divers. It chiefly has to do with titles, sir. 1 think I hav 
had some from your office, along with other offices, where people who 
had taken advantage of HOLC loans had paid off their mortgages 
but had failed to file the receipt or the satisfaction of the mortgage in 

the county courthouse at the time that they paid it off. 

Senator ELLENDER. And you have to supply it for them? 

Mr. Divers. And we have to go back and dig through the records 
and we give them a duplicate receipt for satisfaction of mortgage, in 
effect. And we hope that by the legislation that we recommend this 
year, which is being prepared, that the lawyer could go to the Federal 
statutes and take that as a satisfaction of mortgage, in effect, instead 
of having to carry on this correspondence. 

Senator ELLENDER. Well, are we to understand then that this 
about the last appropriation you are going to come to us for? 

Mr. Divers. Yes, sir. Asa matter of fact, this is only the balanc 
of $75,000 that we set aside 2 years ago at the time that the $14 
million surplus was turned into the Treasury. We saved $75,000 for 
this. This is not new money out of the Treasury, but it is merely 

Senator ELLENDER. Money in reserve? 

Mr. Divers. The unspent balance that we saved for winding it 

Senator ELLENDER. Are you trying to spend that $75,000? 
that the idea? 

Mr. Divers. No, sir; we are not being very successful if we are 

Senator ELLENDER. Maybe if we had made the reservation $50,000 
you might not come with 26 plus. 

Mr. Divers. The House cut it down, as a matter of fact 

Senator ELLenpeER. I noticed that 

Mr. Divers. Which is agreeable to us. 


FEDERAL HOUSING ADMINISTRATION 


Senator ELLENDER (presiding). Next is the Federal Housing Ad- 
ministration. 

Mr. Cote. Do you want to comment on that, Mr. Hollyday? Mr 
Hollyday is our new Commissioner. 

Mr. Hotiypay. Senator, I have looked at the treatment the com- 
mittee has accorded FHA in the past, and I am very happy indeed to 
leave a brief and, I think, concise report with you. 


REDUCTION OF ADMINISTRATIVE OPERATIONS 


There are two items I do wish to comment on. One, the bill cuts 
about a half a million dollars out of our administrative operations. | 
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think that would be very unfortunate, because it would mean that 
you have an insurance company failing to insure itself by making 
inspection of the people whom we are insuring. 

Senator ELLeNDEeR. You mean the House did that? 

Mr. Houuiypay. Yes, sir. It is about $500,000 difference from what 
we have asked for. 

Senator ELtenper. I understand that. 

Now the so-called printed budget, which is really the Truman 
budget, and the revision are the same? 

Mr. Bazan. $300,000 lower in the revised. 

Senator ELtenper. What is the minimum you could get alon 
with? 

Mr. Hotiypay. We are getting along now to the extent where wi 
have a backlog of some 400,000 applications in Title 1. That sound 
large because these are small Title 1 improvement loans. But th 
is $5 million in premiums involved there we are losing the benefit of 

Furthermore, I regret to say we have not made an inspection during 
the entire fiscal year of any one of some 930 approved mort 
I think that is bad business. 

I think my associates, in whom I have confidence, have tried to 
put down based on experience an amount that we really should have 
If we do not get it, the only effect is, Senator, we take this half million 
and put it over into reserves. 

Senator ELLENpeER. I understand exactly what you are saying, but 
we have got to be realistic. 

Mr. Houuypay. Yes, sir. 

Senator ELLENDER. With the House providing for $5,045,590, th 
chances of obtaining wnee you really need would probably be remote 

Mr. Hottypay. Yes, si 

Senator ELLENDER. So “if our committee should recommend that 
you obtain the revised allowance of $5,600,000, would that be sati 
factory? 

Mr. Bazan. That would be satisfactory. 

Mr. Hotiypay. I agree with that. 

Senator ELLENpER. As a matter of fact, I do not believe that this 
committee will recommend an excess of what the Dodge budget 
Eisenhower budget is 

Mr. Houiypay. Yes, sir 

Senator ELLENDER. If we did, | know what would happen on the 
other side. As I said, we have got to be realistic. 

Mr. Houtitypay. We are going to do the best we can under the 
circumstances, but we are hoping we will not have to continue a 
backlog which is too big right now. 

Senator ELLENDER. Have any limitations of any kind been placed 
on how you can spend this money, any amendments? 

Mr. Houtiypay. We have just one problem. They have given us 
enough money for the field. The problem is only in administration 


ragcee 


COOPERATIVE HOUSING PROBLEM 


This one problem here which I think ought to be called to your 
attention has to do with co-operative housing. 

The history of that was the co-operative housing people were a 
little bit afraid at the start to turn over to a profit organization the 
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handling of what should be, as far as possible, a nonproht operation 
That has been going on for three years. The provision in here which 
in effect, would kill that operation—rather than kill it, I would like 
the opportunity to expand it. It is on page 44, lines 4, 5, and 6 
Senator ELLENDER. Will you read it for the record? 
Mr. Hotiypay. Yes, sir. [Reading.| 
Provided further, That the position of Assistant Cor 
to section 213 (f) of the National Housing Act, as amended, is no longer authorize 
And we would like to have some discretion about that. We believe 
that cooperative housing ought to be encouraged and not killed 


SUGGESTED LANGUAGE CHANGI 


Senator ELLENDER. Do you suggest striking that language out? 

Mr. HoLiyDay. Yes, sir We ec rtainly hope it could be ami nded 
so we could have some freedom to develop what I think is 

Senator ELLENDER. What amendment would you suggest to it to 
carry that out? 

Mr. Firzparricx. Senator Ellender, the basic law now provides 
that there shall be a position of Assistant Commissioner for coopera 
tive housing. 

Senator ELLENpeER. And if you strike it 

Mr. Frrzparrick. If you strike it out, it leaves the basie law 
effect. 

Senator ELLENDER. He suggested an amendment to it 
amendment would be to strike it from the bill? 

Mr. Houuypay. Yes, sir. 

Mr. Bazan. May I say the FHA has a problem with a travel limita 
tion, too, but I understand it will be taken up later 

Senator ELLENDER. It will be taken up in a few minutes as a whole 

Now the nonadministrative. Did we discuss that yet? 

Mr. Hotitypay. No. Nonadministrative, | think, is ample for 
what we require. 

Senator ELLENDER. In other words, the House has allowed you 
the revised allowance? 

Mr. Houtuypay. Yes, sir 

Senator ELLENDER. $27,500,000? 

Mr. Houtiypay. Yes, sir. 

Senator ELLeENpER. And you have no further comment to make? 

Mr. Houttypay. No, sir 

Senator ELLENDER. Very well. Is there anything else you 
to add to that? 

Mr. Houuypay. No, sir. 


clesire 


PUBLIC HOUSING ADMINISTRATION 


Senator ELLENDER. Now the Public Housing Administration 
Have we covered that sufficiently? 

Mr. Eaan. Not on administrative funds 

Senator E.ienper. All right. I notice here that the revised 
allowance was $9,600,000. Your estimates were $11,700,000 and the 
House allowed you $4,948,000. What have you got to say about that? 

Mr. Ke tty. Senator Saltonstall asked that we provide the com- 
mittee the administrative figures for Public Housing Administration 
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that would be required for various levels of public housing. I beli: 
it is fair to say that the figure included in the House bill is one whic! 
apparently presumes no level of public housing, except possibly th 
conclusion of construction on projects which have already start 
And we believe the figures will be inadequate even for that purpos 

Senator ELLENDER. To what extent would it be inadequate for tha 
purpose? 

Mr. Kerry. If I may, I would like to submit the figures to \ 
which will give you the amounts required at the various levels. ~ 

Senator ELLeENpER. Then you will include, in addition to that, th 
amount that will be necessary if the committee recommends tl 
35,000? 

Mr. Kettiy. Yes, sir. 

Senator ELLeNpER. Is there anything else you desire to add to wh: 
you have said? 

Mr. Ecan. I do not think so. 


REVISED ESTIMATE 


Senator ELteNpER. This revised allowance of $9,600,000, would 
that be sufficient, do you think? 

Mr. Keuty. | believe that is a minimum figure for the level 
35,000 units. 

Senator ELLENDER. You could do with that if we added the 35,000? 

Mr. Ketry. That is right. 

Senator ELuenper. Is there anything else you desire to add on this 

Mr. Frantz. I want to make it clear in the record, Senator, that 
again in this case, after it developed in the discussion on the floor ir 
the House that in fact some portion of the 70,000 units under contract 
might proceed next year, no change was made in the administrative 
figure—which, as Mr. Kelly indicated, probably is not sufficient ever 
to complete the construction of projects now under construction to say 
nothing of some portion of the 70,000. 

Senator ELLENpDrER. I understand. He was going to give us th 
amount necessary. 

Mr. Frantz. Yes, sir. 

Senator ELLenprer. Let me ask you this: In making your estimates 
as to the amount necessary per year for the 35,000 units you are 
recommending, what figure are you using percentage Wise? 

Mr. Co_re. You mean percentagewise as to unit cost? 

Senator ELLENDER. Subsidies. What figure do you use in est 
mating the amount that you are asking from Congress? 

Mr. Frantz. The amount of annual contributions, Senator? 

Senator ELteNpER. Yes. That is what we call the subsidies put 
up by the Federal Government. 

Mr. Franrz. Yes. 

INTEREST RATES 


Senator ELLENpDER. As I recall, you are limited to, what is it, 
344 percent? 

Mr. Ketiy. No. 

Senator ELLENDER. What is it now? 

Mr. Amis. Two percent in excess of the going rate of Federal 
interest which, at this moment, Senator, is 2.76 percent. But the 
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rate in any particular contract is based upon the rate as it existed 
at the time of the Presidential approval of that contract. The bulk 
of our contracts, I believe, are on the basis of 2.5 percent interest 
rates, which would make a maximum subsidy of 4.5 percent 

Actually, however, when we finance the projects by the sale of 
bonds to private buyers, the subsidy then is adjusted down from the 
maximum on the basis of the actual interest costs, and it varies 
depending on when we sold the bonds. In some cases that rate is 
down as low as 3.73 percent, I believe. The last bonds we sold, the 
effective rate was up to about 4.1 percent. That is the subsidy rate. 
That is the maximum subsidy under the contract. 

Actually, the payments made, as Mr. Frantz has indicated—our 
present request for $39,700,000 is between 50 and 60 percent of what 
the contracts call for because there are net operating receipts that 
go to reduce it. 

Senator ELLENDER. That is what I want to bring out in the record 
at this point. In view of your vast knowledge now, as compared 
to what it was when you first started this program, when it was more 
or less a hit in the dark, you are able at the present, from your past 
experience, to pretty well tell the actual amount that would be neces- 
sary for the new projects that you are going to build in the future. 

Mr. Frantz. Let me just briefly indicate, Senator 

Senator ELtenperR. This amount, as I understand, is between 50 
and 60 percent of the maximum? 

Mr. Franz. Of the maximum amount; yes, sir 

Senator ELLENDER. That could be required or requested under the 
law? 

Mr. Frantz. That is correct, sir 

Now this point I think is important and not generally understood: 
The request of $39,700,000 for subsidy payments in fiscal 1954 is not 
affected by the number of new units started next year. Those units 
would not receive any payments until fiscal year 1955 or 1956. 

Senator ELLENDER. I understand. 

Mr. Frantz. The $39.7 million is entirely with respect to projects 
that already exist. 

Senator ELLENpDER. I understand. 

Mr. Frantz. And it is built up by a detailed analysis of oe ul 
project budgets as to their estimated expense and income for the 
periods covered by those payments 


EFFECTS ‘OF REDUCTION OF ADMINISTRATIVE EXPENSES 


Mr. Firzparrickx. There is one other thing that I think perhaps 
the record ought to show to indicate the severity and the effects of 
the cut in PHA’s administrative expenses. It is a cut from $9,600,000 
to $4,900,000. That would require that more than a third of the 
current staff would have to be dropped. It is about $4 million below 
the present rate of expenditure. 

In addition to that, the House committee report would have the 
effect of requiring that approximately a million more than currently 
they are spending on disposition activities be shifted to that activity. 
So that the effect on the types of activity required in connection 
with the low rent public-housing program is extremely severe. 

Senator ELLenpreR. You may take over, Senator Saltonstall. 
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Senator SavronstaLy. Will vou not finish the discussion on this 
last figure? 
\ UTHORIZATION 


Senator ELLENDER. Yes. “The next is authorization? 

Mr. Eaean. Authorization. 

Senator ELLENDER. That is under Public Housing. 

Mr. Frantz. That figure, Senator Ellender, is the amount authorized 
for other programs of PHA, other than the low-rent program 
includes the expenses of operating and disposing of the war and 
emergency housing. 

REVISED ESTIMATES 


Senator ELLENDER. The House has allowed you $4,025,000, an 
the revised allowance is $4,300,000. Have vou any criticism to offe: 
as to the amount allowed by the House? 

Mr. Frantz. The cut there is obviously less severe than in conne: 
tion with the low-rent program. 

Senator ELLENDER. Yes 

Mr. Frantz. We do feel that revised allowance of $4,300,000 Is a 
very tight figure in view of repeatedly expressed desire of the Con 
gress that PHA should expedite the disposition of the temporar 
housing, which takes staff and time to do. 

Senator ELLenpeErR. It will take that much longer if you reduce the 
amount? 

Mr. Frantz. That is correct. 

Mr. Coxe. This disposal problem, as you are probably well aware, 
is a very complex, difficult one. 


Senator ELLENDER. It was a sore spot in quite a bit of debate 
I think you participated in.some of that, did you not? 
Mr. Cour. I| probably did. 


HOUSE REDUCTION 


Senator ELuenper. [| notice the annual contributions were cut by 
the House considerably. They were cut $7,200,000 from the revised 
allowance. 

Mr. Frantz. That is correct. 

Senator ELLenper. Is not that more or less a fixed amount? 

Mr. Ketuy. Senator Ellender. If I may say so, the House report 
states that although this item has been reduced, the committee 
recognizes that this is a contractual obligation, and if a greater amount 
is needed, that it should be submitted with full justification. 

Senator ELLENDER. You mean in the way of deficit? 

Mr. Ketty. Supplemental budget, ves. 

Senator ELLENDER. Well, that is a poor way to balance the budget. 

Is it your considered judgment we will need as much as $39,700,000? 

Mr. Eaan. Yes, sir. We think it is, Senator Ellender. 

Senator ELLtenper. I notice that the Truman budget asked for the 
same amount as the revised budget called for. 

Mr. Eaan. That is right. 
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NONADMINISTRATIVE EXPENSES 


Senator ELLENDER. All right. Now, this nonadministrative. That 
is the last item of public housing. What about that? 

Mr. Eagan. No complaint about that. They gave us what we asked 
for. 

Senator ELLeNper. I notice you got your revised allowance on 
that, $35,963,000. You have no comment to make on that? 

Mr. Ecan. We are satisfied. 

Mr. Frantz. I would like to inject the comment only, Senator, that 
the limitation itself is cumbersome, and expensive to administer, and 
we would be much better off if it were not in there. But the amount 
of money provided is the amount of estimate. 


EXPENSE LIMITATIONS 


Senator ELLenpgER. Will you discuss those limitations for us? 

Mr. Frantz. The nonadministrative expense limitations? 

Senator ELLENDER. Yes, sir. 

Mr. Frantz. Yes, sir. That limitation in connection with PHA 
and FHA has the same problem—the limitation in connection with 
PHA covers a very great variety of operating expenses for federally 
owned and operated projects: payments in lieu of taxes, repairs, 
maintenance, management costs—a whole miscellaneous collection 
of expenses, which when added up to a total, the total figure only 
represents a going cost for the whole country 

lt requires a cumbersome and expensive accounting system to stay 
within the total, while recognizing that the utility bills must be paid 


and the taxes must be paid and the projects must be managed. We 
feel that the limitation is expensive and contributes nothing of real 
value to control. 


FHA FIELD STAFF PROBLEMS 


With respect to the FHA, the problem of the nonadministrative 
expense limitation is that it removes the flexibility which the 
Congress attempted to provide in the amended National Housing 
Act so that FHA could adjust its field staff when its workload goes 
up and down in response to changing economic conditions. FHA, of 
course, has no control over the volume of new business that may 
come to it during a period of time. The Congress, therefore, put in 
a flexibility provision so that, if changes in legislation or in economic 
conditions bring in a flood of workload, the FHA can take on addi- 
tional people in the field to process that. This limitation takes that 
flexibility away. 

Again, the figure is adequate as far as we now know, but if condi- 
tions change, there would be no adjustment that could be made 
without a long period of time to get legislative action. 

Senator ELLENDER. But if conditions remain as they now are, you 
could get along within the limitation? 

Mr. Frantz. That is correct, sir; if all our guesses work out right, 
the figure is sufficient. 

Mr. Firzparrick. If, however, the conditions do change and the 
volume of business increases, FHA will get a backlog on processing 
in the field offices. Then we begin to get complaints, and so do you. 
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Senator ELLenppR. And you would not be able to transfer from 
one account to the other. 

Senator SALTONSTALL. Thank you very much. 

Senator ELtenperR. Thank you, sir. 

Senator SALTONSTALL. Now we will take up the amendments 
Mr. Cole, starting on page 20. 


AMENDMENT DISCUSSION 


You have discussed all of these amendments in your prepared 
statement. Could you just speak briefly on each one? Take the 
first one which reads: 

Provided further, That not to exceed $40,000 of this appropriation shall be availab! 
for a reorganization survey of the Housing and Home Finance Agency in 
operation with the President’s Advisory Committee on Government Organizatior 

Mr. Coxe. That is apparently an effort to give me the money to 
make these studies—$40,000. 

That, of course, I would like to have, but the limitation on it really 
does not accomplish the objective which we have in mind. 

Senator SaLronstTaLL. How much should that restriction be lifted, 
in your opinion? 

Mr. Coir. My point is that I think the job can be done for $25,000 
or $30,000, but the dollar limitation is undesirable because it would 
complicate the bookkeeping and make it impossible to do certain 
parts of the study. The limitation is what 1 am objecting to, not 
the amount. 

Senator SatronsTaLu. Although you think the cost will be less 
than $40,000? 

Mr. Coxe. Yes, I do. 

Senator SALToNsTALL. So you would like that limitation lifted? 

Mr. Coxe. The limitation, yes. 


TRANSFER OF PUBLIC WORKS PROJECTS 


Senator SattonsTALL. Now No. 2, lines 10 through 20 on page 20, 
again, which is the second proviso. It reads as follows: 
Provided further, That the Administrator is authorized without regard to any 
other provisions of law to transfer without reimbursement any project or facility, 
or part thereof, constructed or provided under title Il of the Act of October 14 
1940, as amended (including any personal property related to such project or 
facility), to any other department or agency, whenever the head of such depart- 
ment or agency so requests after determining that such project or facility 
required for the continued operation of or is an integral part of a project or facility 
under the jurisdiction of such department or agency: 

Senator SALTONSTALL. Could you explain that proviso? And are 
you in favor of it or against it? 

Mr. Coxe. That is all right. 

Senator SALTONSTALL. You do not disagree? 

Mr. Cote. No. 

Senator SALTONSTALL. What does that proviso do, very briefly? 

Mr. Frantz. Very briefly, Senator, that proviso would clarify and 
make certain the authority of the Administrator to transfer certain 
public works projects built during the war under the Lanham Act to 
other agencies, particularly the military, who are now operating 
them, in cases where they are an integral part of a facility that is in 
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continuing operation. For example, a sewer line or utility line, which 
is an integral part of the project, could be transferred to them so they 
would have responsibility for managing and disposing of it. 

Senator SALTONSTALL. That is sensible. 

Mr. Coxe. Yes, sir. 

Senator SALTONSTALL. Proviso 3, page 20, line 21 through line 3, 
on page 21, we have already discussed. 

Mr. Coxe. Yes. 

Senator SALTONSTALL. You believe the proviso should go out 
because you are not ready for it, and you believe it would cause com- 
plications and a great deal of debate and discussion that would 
complicate things? 

Mr. Cote. That 1s right. 


LIMITATION TO EDUCATIONAL INSTITUTIONS 


Senator SALTONSTALL. Proviso 4, page 21, line 3 through 6, is the 
limitation of $21 million to educational institutions. The language 
reads: 

Provided further, That the Administrator shall not expend more than $21,000 000 
luring the fiscal year 1954 on loans to educational institutions not committed as 
of June 30, 1953. 

Mr. Co.tse. We have suggested that be eliminated. 

Senator SALTONSTALL. Vo you have some questions on that 
Senator Magnuson? 


STUDENT AND FACULTY HOUSING UNITS 


Senator Magnuson. This just came to me, and I wanted to ask if 
these facts are substantially correct so the record will be clear. It 
relates, of course, to a specific grant that has been made in my Staté 
| have this information: 

The college housing loan program was authorized by Congress in 
April 1950. Its purpose was to provide loans at a low rate of interest 
and up to 40 years amortization for the construction of student and 
faculty-housing units. A revolving fund of $300 million was autho 
ized. The funds are administered by your agency and are availab! 
to public and private colleges. 

Because of the Korean conflict, the amount made available im- 
mediately was limited, but the supplemental action of the Executive 
Office in October of 1952 had released a hundred million, with an 
assurance that another fifty million, March 1953, would be available 
for the next fiscal year if it was shown that the program would not be 
developed by private banking interests. 

Is that substantially correct? 

Mr. Coxe. I do not know about the promise, who made it. 

Senator Magnuson. You would not know who made it? 

Mr. Coir. Otherwise, I would say it is right. 

Mr. Frantz. Yes. 

Senator Macnuson. The House appropriation bill would reduc: 
the total amount available for loans to $62 million; is that correct? 

Mr. Cote. No 


Senator Macnuson. That is not correct? 


t 
I 
r 
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Mr. Frantz. No. The bill, as reported by the committee, Senator 
would have provided that not more than $21 million in addition 
loans could be made after December 31 last. The bill, as amended 
the House, moves that date to June 30; so that we could in 1954 ma 
an additional $21 million in loans over and above whatever amou: 
may be made between now and June 30. 

Senator Maanuson. In other words, there is available $21 millio: 

Mr. Frantz. For 1954. 

Senator Maacnuson. For 1954? 

Mr. Frantz. That is correct, sir. 

Senator Macnuson. Then I have this further information: Th: 
Federal Agency has already earmarked $42 million for addition 
loans. 

Mr. Franrz. That is substantially correct. 

Senator Macnvuson. These figures, I got them really in a hur 

Thus it will be necessary for the Agency, if the House limitation 
retained, to notify institutions for whom $31 million have b: 
reserved that Federal funds will not be available. Is that correct? 

Mr. Cote. No; itis not. It would have been correct 

Senator MaGnuson. It would have been? 

Mr. Cour. Yes, under the original committee bill. 

Senator MaGcnuson. If it is not correct, that is what I want to 
clear up. 

Mr. Corr. There is a very interesting legislative history on th 
amendment. I would like to have one of these gentlemen dessribe it 
I pointed it out, but we did not expand it enough. 

Mr. Firzparrick. Senator Magnuson, that last information whic! 


you read would have been correct under the bill as reported by th: 
House committee, because they said that with respect to loans mad: 
after December 31, 1952, you could not expend more than $21 millio1 
The floor amendment in the House moved that up to June 30 thi 
year, so that the limitation runs to the next fiscal year. 

Mr. Frantz. If-the applications are completed and the loans com- 
mitted by next June 30. 


ADDITIONAL APPLICATIONS 


Senator Macnuson. Then the educational people also tell me that 
additional applications for an additional $65 million have been received, 
approximately. Is that correct? 

Mr. Sewarp. That is correct. 

Senator SALTONSTALL. Are satisfied? 

Senator MaGnuson. I just wanted to check here on these others 
I want to know if this is correct. This is what also the educational 
people tell me—that the position of the House Appropriations Com 
mittee has been that this use of funds is an expense, and someon 
suggested that is the same as if a banker put all of his loans on th: 
expense side of the ledger rather than on the credit side as an invest 
ment which would be returned with interest. 

Mr. Core. I would not want to comment, Senator, on what th: 
House committee thinks about it. 

Senator Magnuson. I know you could not, having been a member 
for a long time. 

Mr. Coxe. I am a little cautious about doing it. 
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Senator MaGcnuson. We would not want to put ourselves in 
position either. 
Senator SALTONSTALL. Then let’s let it stand there 
Senator Magnuson. Mr. Chairman, I want to have this 
the record subject to the changes suggested. 
Senator SALTONSTALL. Without objection, it is so ordered 
(The information referred to follows 


The college housing loan program | 
Its purpose was to provide loar 
for the construction of student : faculty 
$300 million was authorized rhe funds 
Home Finance Agency and are available 
universities. 

Because of the Korean conflict the : 
limited but supplemental action of the 
released $100 million with an assurance 
would be available for the next fiseal vear 
not be devs loped by private banking interests 

The House appropriations bill (H. R 
available for loans to $62 million 

Of this amount $51 million has been loaned t 
a balance of only $11 million available. 

The Federal agency has already earmarked $42 n f 
Thus it will be necessary for the Agency, if the House limitat 
notify the institutions for whom $31 million has been reserved that Federal f 
will not be available. 

Also applications for an additional $65,500,000 have been received; t! 
given no consideratio 

The following colleges and universities in Washington State have applied 
loans, the agency has approved the loans and advised the colleges that funds w 
be reserved, and the colleges have gone ahead with hiring and exeeut ng 


liminary architectural plans and drawings, acquiring property, initiating 


> } 


preparations, advertising the loans for po sible bidders and securing prool 
local banks will not mak« ‘ 
collateral for the loans desired There is a moral obliga 
have gone to considerable expense upon receiving 
officers of the Federal Government: 


» the loan, placing their personal assets in shape to 


Holy Name College (dormitory for 100 wome1 350. 000 
Gonzaga University (dormitory for 150 men 000 
Seattle Pacific College (dormitory for 100 mer 000 
Pacific Lutheran College (dormitory for 125 men 10, 000 
University of Washington 


There were not outside witnesses in Hous« Appropriations C 
Government witnesses). The bill is actually retroactive in not fu 
for those colleges where reservation of fu been ms 
contract not vet signed. 


Committee by HHFA to Dee. 31, 1952 11, 000, 000 
Committed by HHFA between Jan. 1—Apr. 20, 1953 10, 000, 000 
teserved as of Apr. 20, 1953 of which $11,000,000 is in present bill 12 000. 000 
Necessary for new approvals in 1953 50, 000, 000 


unds has already 


Total 143. 000. 000 


As of April 20, 1953, HHFA had applications for new starts of $65,500,000 for 
which no funds have been reserved. 

During the past year, the following colleges have benefited from this progran 
of investing in the future of the schools—not on a grant basis, but a loan 
repaid plus one-fourth of 1 percent added in excess of cost of operating the 
gram as a profit to the United States and a cushion 


University of Washington (dormitory for 604 men $1, 500, 000 
College of Puget Sound (dormitory for 130 women 300, 000 
Seattle University (dormitory for 308 men 1, 200, 000 
Whitworth College (dormitory for 124 women 385, 000 


32743—53——_30 
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Funds received and contracts signed—now under construction. 

The position of the House Appropriations Committee has been that this us 
funds is an expense. It is the same as if a banker put all his loans on the expens: 
side of the ledger rather than on the credit side as an investment which will b 
returned with interest. 


Senator MaGnuson. One more question, Mr. Chairman? 
Senator SALTONSTALL. Yes. 


GONZAGA UNIVERSITY CITED 


Senator MaGnuson. Let’s get this straight right now. Here is a 
university out in my State called Gonzaga, which many of you are 
familiar with, that has been granted money for a men’s dormitory 
Now they would not be foreclosed, would they? 

Mr. Frantz. Not under the bill as passed by the House. 

Senator Maanuson. They would not be foreclosed? 

Mr. Frantz. No. 

Senator MaGnuson. I mean you would have to pass upon the 
merits of the thing and everything else, but they would not be fore- 
closed to come in and there would be funds available if they would 
qualify? 

Mr. Frantz. That is correct. 

Senator SALTONSTALL. Page 21, line 17 through line 25, the fifth 
House proviso. There are three provisos together which deal with 
slum clearance. The language is: 


Provided, That before approving any local slum clearance program under title I 
of the Housing Act of 1949, the Administrator shall give consideration to the 
efforts of the locality to enforce local codes and regulations relating to adequate 
standards of health, sanitation, and safety for dwellings and to the feasibility of 
achieving slum clearance objectives through rehabilitation of existing dwellings 
and areas: Provided further, That the authority under title I of the National Hou 

ing Act shall be used to the utmost in connection with slum rehabilitation needs 
Provided further, That section 110, subsection (e) of the Housing Act of 1949 i 
hereby amended to read: “Gross project cost”’ shall comprise 1) the amount of 
the expenditures by the local public agency with respect to any and all under- 
takings necessary to carry out the project (including the payment of carrying 
harges, but not beyond the point where the project is complete d, and excludin 

expenditures for parks, playgrounds, public buildings, or similar facilities), and 
9 : 


the amount of such local grants-in-aid as are described in clause (2) of sectio 


110 (d) hereof. 


Mr. Coxz. That is the matter we discussed earlier, and it is pretty 
well agreed it should go out. 

Senator SALTONSTALL. And page 23, line 14 through 23, reading as 
follows: 


Provided further, That no housing shall be authorized by the Public Housing 
Administration, or, if under construction, continue to be constructed, in any 
community where the people of that community, by their duly elected repre- 
sentatives, or by referendum, or by any other legal method, have indicated they 
do not want it, and such community shall negotiate with the Federal Govern- 
ment the repayment to the Government, only such money expended prior to the 
vote or other formal action whereby the community rejected such housing project: 


Mr. Coxe. In connection with that limitation, where the community 
votes to restrict public housing—if I may state for the record, because 
I think it is very important that the committee get this—it will 
just take a minute for me to make the statement, if I may 

Senator SALTONSTALL. Go ahead 
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Mr. Coxe. I want to state very plainly about this proposed lan- 
guage that this proviso appears on its face to be a legislative instruc- 
tion to the Agency to stop any local program in its tracks in the event 
there is at any time an adverse local vote through some formal pro- 
cedure, whether by referendum or action of a local governing body, 
without any regard to any other provision of law or of contracts that 
may be in force. 

In the case of a project actually under construction, pursuant 
to an annual contributions contract, we would be directed to cease 
advancing funds and breach the contract, leaving to the courts 
adjudication of such matters as damages and the requirements of 
performance on the contract. I do not agree with that course of 
action on the part of the Government. However, that is what the 
language plainly says, and that is what we will do if it is enacted into 
law and invoked by circumstances. 

Senator SaALTonsTaLu. That is the Los Angeles problem? 

Mr. Cour. Yes. I wanted that very clearly said. 

Senator Magnuson. You suggest that goes out? 

Mr. Cote. Yes. 

Senator SatronsTaLL. Amendment 8, page 23, line 23 to the top 
of page 24, line 4, as follows: 

Provided further, That the record of expenditure of the Public Housing Adminis- 
tration and of the local housing authority on any public-housing project shall be 
open to examination by the responsible authorities of any community in which 


such project is located, or by the local public-housing authority, or by any firm 
of public accountants retained by either of the foregoing 


Are you in favor of that amendment? ‘That opens it to examination 
by responsible local people. 


Mr. Couis. We think it is unnecessary, Senator. 

Senator SALTONSTALL. But you have no firm opinion on that? 

Mr. Coir. We have not objected to it. 

Senator SaLronsTALL. That merely opens up your books to the 
local people. 

Mr. Amis. That is correct. We will furnish any information 
requested. 

Senator SALTONSTALL. Page 24, line 15 through line 22, is amend- 
ment 9. What is the effect of that amendment? 

Mr. Cotsz. That is the amendment which provides that no housing 
unit constructed shall be occupied by a person who is a member of an 
organization designated as subversive by the Attorney General. 

Senator SALTONSTALL. You do not object to that amendment? 

Mr. Coxe. I do not object to it. May I say to you, it presents 
some difficulties 

Senator Magnuson. Does this mean a present member or a past 
member? 

Mr. Cote. Present member. I will say to you it is difficult of 
administering, very difficult. 

Senator Maanuson. Surely. Does it read “who now is’? That 
is important. 

Mr. Cote. “Who is,” yes. 

Senator SaLtronstaLL. We are talking at cross purposes. The 
amendment you referred to was in the act last year, and there is no 
objection to it. The amendment to which I referred, which is the new 
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amendment 9, starts on line 14 on page 24 and goes through line 2: 
What is the effect of that amendment? 

Mr. Firzpatrrick. That is the one tha changes the 35,000 limitatior 

Senator SALTonsTaLL, That is the 35,000. I will put in the lan 
guage for the record: 

Provided further, That the limitation in clause (2) of the third proviso under t 
head in title I of the Independent Offices Appropriation Act, 1953, is amended 
read as follows: ‘'(2) after the date of approval of this Act, enter into any agr 
ment, contract, or other arrangement which will bind the Public Housing Adu 
istration with respect to loans, annual contributions, or authorizations for 
mencement of construction, for any dwelling units or projects’’. 

Mr. Coie. We are objecting to that. 

Senator SALTONSTALL. If we are in favor of 35,000 houses, tha 
amendment ought to go out? 

Mr. Firzparricx. That goes out, but you insert in its place th 
language in the 1953 Appropriation Act. 

Senator ELLENDER. Which continues the 35,000? 

Mr. Firzparrick. Yes, sir. 

Senator SALTONSTALL. Then the next amendment, amendmen 
10, ison page 24, line 24, through line 7 on page 25, which says: 

Defense housing: The sum of $17,500,000 of funds heretofore appropriat 
under this head is hereby rescinded, and such amount shall be covered into t 
Treasury promptly upon enactment of this Act: Provided, That the amount 
hereby rescinded may be reduced by an amount determined by the Administrator 
to be required as a reserve for overruns and contingencies in connection with proj 
ects heretofore assigned for construction pursuant to Public Law 139 (Fight 
second Congress). 

That is a rescission, apparently. What is the effect of that? 

Mr. Cote. We do not object to that. 

Senator SALTONSTALL. What does it do? 


RESCISSION OF FUNDS FOR DEFENSE HOUSING 


Mr. Franrz. It is a rescission. That rescinds $17,500,000 of the 
funds appropriated for the construction of defense housing in critica! 
defense housing areas under title 3 of Public Law 139. There is 
approximately $17,500,000 which has not vet been assigned for con 
struction of projects. The House committee requested the Adminis 
trator not to make further assignments from those funds and inserted 
this provision which would rescind them and put them back in the 
Treasury. 

Senator SaLronsTaLu. And that is agreeable to you people? You 
do not oppose that amendment? 

Mr. Cote. No. 

Mr. Frrzparrick. I think we ought to indicate that the reason we 
do not at this time is that it is tied in entirely with the Defense 
Department's resurvey of its program and would depend on that 

Senator SALTONSTALL. You may come back at a later date? 

Mr. Frirzpatrrick. We may be back later. 

Senator ELLENDER. May I suggest we put that in the report, Mr. 
Chairman, that language? 

Senator SALTONSTALL. That is a good suggestion. 
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ALASKAN HOUSING 


Now the next amendment, amendment 11, is Alaska housing, 
25, lines 8 through 13, which states: 


Alaska housing: Of amounts heretofore appropriated und 
revolving fund authorized by the Alaska Housing Act, Publie Law 52 
Congress), the Administrator shall cause to be covered into the Treas 
of $5,000,000 in one or more deposits as soon as practicable, but not 
June 30, 1954. 


late! 


What is the effect of that amendment? And are you in favor of it? 

Mr. Frantz. Yes. That would reduce the revolving fund under 
the Alaska Housing Act, Public Law 52, from its present amount of 
$19 million to a level of $14 million. That amount would be sufficient 
to finance the program in 1954 as we see it, and we have no objection 
to the rescission as worded here. 

Senator Magnuson. Why did they do that? 

Mr. Frantz. The assumption is, Senator, that under the conditions 
in Alaska it will be necessary to proceed with a conservative program 
at attainable cost and rent levels, in order to stay within the market 

Now at the present time we do not have a free balance of $5 million 
in that fund, but our estimates are that repayments by the end of 
1954 on present loans will exceed amounts committed on new loans 
and reduce the balance to a point where this rescission is feasible. 

Senator Magnuson. So you think you can get along with what you 
have? 

Mr. Franrz. Yes, sir; we do. 

Senator SALTONSTALL. Now the next one is page 25, lines 14 
through 17, which is a rescission, in the following language: 


Advance planning of non-Federal public works: The sum of $4,600,000 of funds 
heretofore appropriated under this head is hereby rescinded, and such amount 
shall be covered into the Treasury promptly upon enactment of this act 

Mr. Cour. We agree with that. 

Senator SALTONSTALL. You approve of that and there is no objection 
to it? 

Mr. Coxe. That is right. 


POSITION OF ASSISTANT COMMISSIONER ABOLISHED 


Senator SaLronsTaLtL. Now turning over to page 43, lines 19 
through 22, reading as follows: 

Provided further, That the position of Assistant Commissioner 
pursuant to section 213 (f) of the National Housing Act 
authorized. 
That abolishes the position of Assistant Commissioner. 

Mr. Coin. We have suggested that be taken out. 

Senator SALTONSTALL. You feel the need of an Assistant Com- 
missioner? 

Mr. Cote. Yes. 

Senator SALTONSTALL. Why? 

Mr. Coie. Mr. Hollyday spoke on that, and we will be glad to 
have him make that statment again. 

Senator SALTONSTALL. Very briefly. 
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Mr. Houtypay. Yes, sir. That is a requirement originally put 
by the people who are very keenly in favor of cooperative housin 
and who I think felt a little bit suspicious about giving a profit organ 
ization, such as FHA, the right to control and operate an organizatio 
that is considered almost nonprofit. And rather than curtail or sto 
that, which this would do, we would really like to push it and expand 
the cooperative housing. We are very much in favor of it. 

Senator SaLtronsTaLL. The next amendment is page 45, the last 
amendment, lines 5 through 9. The amendment states: 

Provided further, That during the fiscal year 1954 the Commissioner shall mak: 


every effort to refund all local bonds held by the Public Housing Administrati 
under the United States Housing Act of 1937, as amended. 


Are you in favor of that amendment? 

Mr. Cote. No. 

Mr. Eaan. No. 

Senator SatronsTaty. That is very abrupt. Why not? Who 
wants to tell why not? 


TIME LIMIT ON FINANCING 


Mr. Amis. I can tell you very briefly. We think the policy stated 
there is proper, but it forces us into the market to refund those bonds 
with a virtual time limit of 1 year, and that, coupled with the financing 
of the housing program that is now under construction, would just 
further flood the market with these securities and run our interest 
up—not only in refunding these but in the others. 

We would like to have this stricken out with the understanding 
that it is our policy and our intention to do just this thing as rapidly 
as market conditions will permit. 

Senator Satronsta.u. In other words, if you put a provision like 
that in the law, it makes it more difficult to carry out what you want 
to do, rather than help you? 

Mr. Amis. That is correct. 

Senator SALTONSTALL. Because of financing. 

Mr. Amis. It, in effect, puts a time limit on us for doing some- 
thing which we think should be done, but ought to be done in keeping 
with the market conditions and to the financial advantage of the 
Government. 

Senator SALToONSTALL. I understand my own home State of Massa 
chusetts had difficulty in trying to finance some of its bonds. 

Mr. Amis. Yes, sir. 

Senator ELtenper. This is a refunding process, you say? 

Mr. Amis. Yes, sir. 

Senator ELLENDER. Would not that probably result in payment of 

greater rate of interest than is being paid? 


TOTAL BONDS HELD BY GOVERNMENT 


Mr. Amis. These bonds are held now by the Federal Government, 
Senator—$271 million—and what we would do is have the local 
housing authority refund those by selling bonds to private buyers. 

Senator ELLENDER. You are now paying what for this money? 

Mr. Amis. The local housing authorities are paying us various rates, 
some as low as 3 percent, I believe, and up to about 3.75 percent and 
as low as 2.5 percent. 
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Senator ELLENDER. Suppose you refund those bonds now held, as 
you just indicated, and sell them to private companies. Would not 
that increase your interest rate? 

Senator Macnuson. Surely. 

Senator ELLenper. There is no doubt about that 

Senator Magnuson. Because the interest situation is in a chaotic 
condition right now. 

Senator ELLENDER. Not chaotic, on the upgrade 

Senator MaGnuson. And it would force it up more. 

Mr. Amis. It is just a liquidating process. We feel the market is 
not right at this time, at least not for pushing. 

Senator ELtenper. If it were refunded, would it not have the 
tendency of increasing the interest rate? 

Mr. Amis. Yes. 

Senator ELLENDER. It certainly would. 

Mr. Firzparrick. And increasing the rates on all the other bonds 
which PHA has to market. And the more you add to the market, 
the less satisfactory your market is. 

Senator ELtenper. Certainly. 


TRAVEL LIMITATION 


Senator SatronsTaLL. Now, Mr. Cole, you also have the travel 
limitation cuts, have you not, that the House put on of 10 percent? 

Mr. Coueg. Yes. 

Senator SALTONSTALL. Could you speak to that? 

Mr. Franz. I think the travel figures were cut by more than 10 
percent, if I remember correctly. 

Senator SALTONSTALL. You object to that cut? 

Mr. Frantz. Yes, sir 

Senator SALTONSTALL. But not too strenuously? 

Mr. Frantz. The reductions and particularly the limitations on 
travel. 

Senator SALTONSTALL. That is what I mean—-the limitations 

Mr. Frantz. The limitations make it very difficult in many of our 
operations because so many of them are located in the field, and in- 
volve hundreds—sometimes thousands—of locations, as in the case of 
FHA. 

Senator SALTONSTALL. You could get along if vou had to, but you 
think it would be more efficient if you did not? 

Mr. Frantz. The limitation creates real operating difficulties, be- 
cause if you run into problems that require travel to get to, you 
cannot go out and deal with them. We are not so concerned with 
the amount of money as we are with the limitation. 

Senator MaGnuson. You are going to have to spend as much as 
necessary anyway. So why have it? 

Mr. Frantz. We cannot do it with the limitation. We cannot 
spend it. 

DUPLICATION OF FUNCTIONS 


Senator SatronstaLu. Senator Kilgore, who unfortunately could 
not be here this morning, asked the Chair to ask Mr. Orendorff the 
following question: ‘‘Does not your program duplicate what industry 
is doing in housing research?” 
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Could Mr. Orendorff answer that briefly? 

Mr. Orenvorrr. No, sir; I do not think that it does. I thin! 
that whole matter was discussed at the time the legislation was passed 
in 1949. It was recognized that while great progress was being mad: 
in research, the major expenditures were in the development of mat: 
rials, and that there was no research being done in the aspects of th: 
dwelling unit as a whole, as a living environment for the family; and 
that very little research was being done in the components of th: 
structure—that is, the various materials when they were assembl: 
together. 

The whole intent of this program is to try and aid industry to mov: 
forward into that aspect of research, where it is done on an integrate: 
basis in relation to the dwelling unit as a whole, on its site and in it 
neighborhood. 

Senator SALTONSTALL. Thank you very much. 

Now, Mr. Cole, unless you have something more to say—lI put in the 
proviso, unless you have something more to say—-The Chair would 
like to hear the outside witnesses who are here. If you have anything 
more to say, we want to complete the agencies first. 

Mr. Divers. May I say one word about the travel limitation on th: 
Home Loan Bank Board? 

Senator SALTONSTALL. Yes. 

Mr. Divers. The travel limitation there would prevent us from 
doing our supervisory work and from handling litigation that is 
brought against us, and would prevent us from defending the integrity 
of the funds that we have under our management. 

We are asking on page 41, line 21 of the committee print here, 
that that $20,000 figure be increased to $30,000, which is the amount 
that we have requested and the amount that was allowed both in 
the original budget and in the revised budget. 

Senator SALTONSTALL. Thank you. 

Mr. Hottypay. May I say the same thing and for exactly th 
same reason, for $184,500. 

Senator SatronsTauLL. Thank you, sir. 

If there are no more questions, we will release all members of the 
Agency with the exception, Mr. Cole, of yourself or anyone that you 
want to keep here that might have to answer questions that may 
come up. 


Mr. Cote. I will be here. 
Ciry AND County or SAN FRANCISCO 
STATEMENT OF FRANCIS V. KEESLING, JR. 
PREPARED STATEMENT 


Senator SALTONSTALL. The first outside witness the Chair will call 
on, because he has to catch a plane, is Mr. Francis V. Keesling, of 
San Francisco. Is Mr. Keesling here? 

Mr. Kexsiine. Yes, sir. 

Senator SALTONSTALL. You spoke previously, sir. Do you wish to 
add anything to what you said this morning? 

Mr. Kersuiina. Yes, sir, Mr. Chairman, just a very short statement. 
And may I file my lengthier statement for the record? 

Senator SaALTonsTaLu. Certainly. 
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(The statement referred to follows: 


STATEMENT BY FRANCIS V. KEESLING, JR., REPRESENTING THE City AND Country 
oF SAN FRANCISCO 


PUBLIC HOUSIN¢ 


San Francisco has only 2,235 low-rent public-hous 


{n additional 3,000 units have been approved by the mayor, 
visors and the housing commissio1 Of the 3,000 appr 
annual contributions contracts. Of the 2,656, 1,375 have 
following basis: 
1. A project of 317 apartments (Hunters Poin 
by families removed from 2 temporary Lanham Act 
demolished. 
2. A project of 608 apartments in the western additio 
oint effort by the mayor, the board of supervisors, tl 
ind the Urban Redevelopment Agency to provide 
moved from the western addition redevelopme: 
informed by local officials that without this housing, urban redevelopment 
be impossible of completion in San Francisco as adequate housing for famili 
low income to be evicted from the slum clearance are: a condition precedent 
imposed by both the Federal and State urban redevelopment laws. The arel 
tural plans for these 608 units are nearly completed. More than half a mi 
dollars has been spent for the purchase of the prope The 
Housing Authority plans to begin demolition with 60 days 
3. Another major project (Hunters View) of 350 apartments wa ‘ 
programed to privide housing for low-income families who must move from tempo 
rary deteriorated war housing owned by the Federal Government he land for 
the project is already owned by the San Francisc thority and the 
architects are well advanced in their work Under « gre ial mandate more 
than 6,000 families, largely veterans of World War II an orea will be required 
to move from the temporary war housing which was built to last 5 years, has beer 
used for 10, and I am informed is deteriorated to suc 
down to avoid operating losses from unusually 
displaced families will of course under Federal law be giver 
new housing, and as indicated our program provides specifics] 
4. An additional project of 100 apartments at Hunters Point 
to rehouse tenants from the temporary war housing on a priorit) 
addition to the deterioration and larg: I 
housing units were placed on indust: 
industrial owners promptly so as to enal 
struction and activities of major importa 
San Francisco As vou know, there are or 
a great lack of industrial property Loca 
vacancies in any permsnent project in San 
past; that if everv family now living in San Francise 
out today, there are enough eligibles on the wai 
San Francisco has been very conservative t 


n to pr 


to those already completed) and tl 


« 
of them with the stated intentio f 
only at such time as the needs can be co! 

The San Francisco Housing Commissic 
supervisors and the city at large, entered ‘ 
Government for the construction of these project 
that the Federal Government will advance funds fi 
projects and that the San Francisco Housing Commission 
cute the development of each project.”’ On the basis of 
takings between the Federal Government and San Fran: 
in broadscale planning of major importance to the future of San Francisco. San 
Francisco has faithfully carried out its obligations under these contracts to the 
letter. San Francisco asks that the Federal Government keep good faith an 
meet its contractual obligations to this community 

In this regard [ respectfully urge this committee and the Senate 
and definitely remove any doubt concerning what now appears to me 
intention of the House of Representatives to honor this type of contract Se 
House bill, p. 24, lines 14-22; the House report, p. 16, last paragraph befor 


procee 
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“Indian Claims Commission’’ and Congressional Record covering House d 
on H. R. 4663, April 21 (p. A2179) and 22 (p. 3660), 1953.) I also respectf 
request this committee and the Senate to provide sufficient funds to per 
such contracts to be administered and earried out. It also occurs to m« 
low-rent housing projects which are for the prime purpose of providing rehou 
for persons displaced from slum clearance areas or temporary war housing sho 
be given priority 


NONCASH CREDIT FOR URBAN REDEVELOPMENT 


The proviso in nee & to 12 on page 22 of H. R. 4663 would adversely aff 
municipalities’ noncash credit for funds expen: ~~ for schools, parks, and ot 
supporting facilities anne whic h San Francisco has relied in preparing its } 

I respectfully request that this committee and the Senate delete that pro 
entirely. In this connection, I respectfully call vour attention to pages 3662 
3674 of the Congressional Record of April 22 when. during the course o 
discussion on this subject, Congressman John Phillips, who was in charge o 
bill, stated to Congressmen from San Francisco, Detroit, and Pittsburgh tha 
committee did not intend to abolish legitimate credit for such expenditures 

In accordance with Congressman Phillips’ commitment in this regard, in wh 
he stated that he would meet with the Congressmen and Representatives of t! 
cities and work out a satisfactory solution to be submitted to this committ 
the conferees, such a meeting was held yesterday. 

At that nee ting, we presented the factual and practical reasons why the pro 
on page 22, lines 2 to 12 should be deleted, and it is my definite conviction 
Congressman Phillips and the House committee will be willing to eliminate 
proviso now that they have full understanding of the credit formula and its oper 
ation. Among other items presented at that meeting, I pointed out that th 
method of procedure under the present law seemed to be working out ent 
satisfactorily for all concerned. I also established the fact that under the exi 
law and administrative procedures, no unwarranted noncas h credit is intended to 
be given. At that meeting, I demonstrated how the noncash credit for mnper 
facilities was entirely warranted as the same result would occur if the local slur 

clearance agency paid for the supporting facilities in addition to paying 2 
loandl and its clearance, in which event that cost would be included in the gr 
cost and the city’s contribution would be entirely cash. Obviously, the cost of 
the new supporting facilities should and would be included in the gross cost 
the project regardless of whether the city or the local agency paid the initial cost 
and, therefore, regardless of whether the city pays in kind or in cash. For thes: 
reasons, I respectfully urge this committee to delete the proviso in lines 2 to 12 on 
page 22 of the bill, and I am convinced the House committee will concur in th 
amendment. 

Mr. Chairman, I appreciate the opportunity of appearing before this committ« 
and presenting my views on these very important subjects. 


MEMORIALIZING ConcrREss To Oppose H. R. 4633—Reportr No. 276, RELATING 
to Low-Rent Hovusina PrRoGRAMs 


Whereas the Appropriations Committee of the House of Representatives on 
April 17 passed a resolution (H. R. 4633, Rept. No. 276) recommending the 
stopping of all low-rent housing programs; and 

Whereas this committee at the same time cut 61 percent from the proposed 
budgets of the agencies so affected; and 

Whereas San Francisco is at the present time engaged in a long-range program 
in which two major projects would be canceled if the Appropriations Committee 
recommendations are adopted by the Congress, namely, Hunters View at Hunters 
Point and the big western addition project; and 

Whereas the first of these two has been designed to provide shelter for families 
now living in temporary war housing in order that these structures may be 
demolished and the land returned to private ownership for the highly important 
industrial purposes of private enterprise; and 

Whereas the western addition project, where 56 percent of the building site is 
now under option and in process of acquisition, is important to the city, inasmuch 
as the project will provide shelter for the displaced families in the path of San 
Francisco’s redevelopment work in the western addition blighted area; and 

Whereas the President and the administration have repeatedly expressed their 
support of the low-rent housing program: Now, therefore, be it 
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Resolved, That this board of supervisors by resolution today urges the Congress 
through our Representatives and Senators to oppose the aforesaid action of the 
House Appropriations Committee (H. R. 4633, Rept. No. 276); and be it further 

Resolved, That this board urges all public-spirited citizens and organizations 
to take similar action in registering this city’s unalterable opposition to the sus- 
pension of this urgently needed low-rent housing program. 

Unanimously approved by the Board of Supervisors of the City and Count) 
San Francisco, April 20, 1953. 


SLUM CLEARANCE AND URBAN DEVELOPMENT 


Mr. Keesiinc. My name is Francis V. Keesling, Jr. I am here 
representing the mayor of the city and county of San Francisco. 

We are very much interested on the point on slum clearance and 
urban redevelopment, in having the proviso on page 22, lines 2 to 12 
deleted, as heretofore stated, and which | believe the House com- 
mittee would be willing to undertake. 

Also, in connection with the proviso on page 24, line 12 to 22 

Senator SALTONSTALL. I will have to ask you to excuse the Chair. 
Senator Ellender will get in the record what you have to say. 

Mr. Kersiina. On page 24, line 12 to 22, which has been covered 
by the department already, we are in favor of complete deletion of 
that and substitution for additional housing units, or at least a very 
clear explanation, Senator Ellender, to be sure that that in no way 
will interfere with, or prohibit, the future construction of units that 
are already under annual contributions contracts. That is the 
70,000. 

Senator E,tenper. I think that has been covered by previous 
witnesses. 

Mr. Kersiinc. We concur completely in that. 

Senator ELLENDER. You concur with the recommendations made 
by Mr. Cole and others? 

Mr. Keersuinc. That is right. And we also urge that sufficient 
funds be made available to permit the proper carrying out and ad- 
ministration of those annual contributions contracts. 

Finally, I would like to respectfully suggest the advisability of 
giving priority to those low-rent housing units that are necessary 
to rehouse evictees from urban redevelopment or from temporary 
war-housing projects. 

I appreciate the opportunity to be heard. 

Senator ELtenpeEr. All right, sir. 

Mr. Kersuinc. Thank you. 


AMERICAN CounciIL ON EpUcATION 


STATEMENT OF PHILIP C. PENDLETON, TREASURER, UNIVERSITY 
OF PENNSYLVANIA 


PREPARED STATEMENT 


Senator ELtenper. The next witness is Mr. Pendleton. I under- 
stand, Mr. Pendleton, that in addition to your own statement, you 
wish to file for the record a memorandum left here by Mr. Carl R 
Woodward. 

Mr. PENDLETON. Yes, sir. 

Senator ELutenper. Of the University of Rhode Island? 
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Mr. PENDLETON. Yes, sir. 

Senator ELLenper. And representing the Association of Land 
Grant Colleges and Universities? 

Mr. Penpuetron. Yes. 

Senator SALTONSTALL. Without objection, those statements wil! 
be placed in the record, and you may highlight your own. 

Mr. Penpueton. Yes, sir, that is exactly what I have in mind 

Senator ELLENpDER. That will be done. Proceed. 

(The statements referred to follow: ) 


STATEMENT OF Puitip C. PENDLETON, TREASURER OF THE UNIVERSITY O} 
PENNSYLVANIA CoLLEGE Hovusina LOAN PROGRAM 


I am Philip C. Pendleton, treasurer of the University of Pennsylvania. I a 
appearing before this committee as the representative of the American Counci 
Education. Membership in the council includes 145 national and regional ed 
cational associations; 848 junior colleges, colleges, and universities; and a number 
of State departments of education, public and private school systems, secondar 
schools, public libraries, and educational divisions of business and industria 
concerns. 

My purpose is to state briefly a few salient facts about the college-housing loa 
program, which at the moment is of vital concern to approximately 200 colleg 
and universities located in 41 States, the District of Columbia, and the Territor 
of Puerto Rico. 

(1) This program does not subsidize educational institutions. It offers the: 
loans, at a rate fixed by the Government, for the purpose of building seriou 
needed housing facilities for students and faculty. The program has been car 
fully administered to insure that every loan is a sound investment. 

(2) The program does not compete with private financing. Under the la 
private investors are required to be given the first opportunity to make needed 
loans. Furthermore the Housing Administrator as of March 31, 1951, institut: 
a policy of cooperating with private investment, with the Government selling tl 
short-term portion of the notes to private bidders and retaining the long-ter1 
portion. The program is helpful to the colleges because it provides a 40-yea 
amortization period at reasonable interest rates and thus makes it possible t 
construct dormitories that can be rented to students at rentals they can afford 1 
pay. The fact that more than 50 million has already been loaned by the Gover 
ment under this program proves that it covers an area which private financing dos 
not find attractive 

(3) The program in the long run costs the taxpaver nothing. It is a progra 
protected by sound collateral. The Housing and Home Finance Administrat 
is charging the colleges an interest rate which is about 1 percent more than 
average rate at which the Treasury is borrowing the money. This differential, o1 
program of onlv $50 million as at present, will more than vay adequate admin 
trative costs which Budget Bureau estimates, prepared in connection with t! 
bill, place at $450,000 a vear 

(4) This program, included in the Housing Act of 1950 with bipartisan support 
was not part of the general Federal effort to assist veterans of World War I! 
It was designed to help colleges and universities adjust their permanent facilit 
to a permanently higher enrollment. Enrollment is still 50 percent abov 
before the war and it is conservatively estimated that it will gain another 50 
percent by 1957. Many of these loans are being used to replace temporar 
structures secured with Federal assistance through the Lanham Act. 

(5) The program is gaining momentum as time goes on. Making long-rang 
campus-development plans, securing approval of boards of trustees or State 
legislatures, procuring architectural drawings and cost estimates, canvassing t 
market for private capital, and meeting all the other requirements for one of thes« 
loans is a time-consuming business—a matter not of weeks but of months 
vears. Although a little more than $50 million has been loaned to date, an equa 
amount can be loaned in the next 2 months on the backlog of pending applications 
almost ready for completion. Additional applications totaling more than 550 
million are also in hand, with more coming in every week. In other words, there 
is legitimate use in sight now for more than $150 million, with many more insti 
tutions ready to join the waiting list as they complete the necessary preparations 
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To summarize, here is a program which does not subsidize educational institu- 
tions, does not compete with private financing, is operated at no cost to the tax- 
payer, is designed to meet critical future needs of higher education, and is gaining 
momentum as time goes on. The American Council on Education believes that 
it should be permitted as rapidly as possible to attain the full n.casure of usefulness 
envisaged by the Congress in 1950, when the ultimate limit of loan funds was set 
at $300 million. 

H. R. 4663, as passed by the House, permits the program to run uninterrupted 
to June 30, 1953. At that point the bill applies the brake sharply, limiting addi- 
tional loans in fiscal 1954 to $21 million. This sum is less than half the con- 
servative estimate of $50 million made by the Bureau of the Budget, which has 
heretofore exercised authority to release funds to the program as need was demon- 
strated. Such a limitation will not assist private investors; under the law, private 
investors could make all the needed loans, if they could and would meet amortiza- 
tion and interest terms that would make construction of college housing feasibl 
Limitation by the Congress puts a ceiling on the amount of new construction that 
can be undertaken. 

The American Council on Education therefore recommends that the following 
clause be stricken from the biil: “‘That the Administrator shall not expend mors 
than $21 million during fiscal year 1954 on loans to educational institutions not 
committed as of June 30, 1953.’ The effect of this action would be to return 
authority for releasing funds to the Bureau of the Budget, as heretofore. That 
Jureau’s estimate for fiscal 1954, as previously stated, is $50 million. 

The Council also recommends that serious consideration be given by the Con- 
gress before cutting the administrative expense of the program substantially below 
the proposed figure of $450,000 Much of the work of the Housing and Home 
Finance Agency in connection with this program comes after the loan is made. 
Government representatives check final building plans and specifications, approve 
the award of bids, check bond transcripts and advertising of bonds, approve the 
award of bonds, and release funds as needed. All these activities protect tl 
Government’s investment It would not seem to be wise economy for the Gover 
ment to leave an investment even of $12 million—the total authorized by the bill 
as now written—without the type of prudent management and protection that a 
private bank would give similar assets 


TESTIMONY OF PRESIDENT CarRL R. Woopwarp, UNIversiry OF RuHopE Is! 
REPRESENTING THE ASSOCIATION OF LAND-GRANT COLLEGES AND UNIVE! 


Mr. Chairman and members of the committee, my name is Carl R. Woodward 
and I am president of the University of Rhode Island, Kingston I represent t} 
Association of Land-Grant Colleges and Universities, and am appearing at 
request of the executive committee of that association The associati 
composed of 53 colleges and universities, located in each of the States and 1 
tories, with a combined enrollment representing about one-fifth of all student 
American higher education. 

My testimony is intended to supplement that of t! representative of 
American Council on Education, of which our association is a member 
college housing loan program is one of great interest to both public and priv 
colleges and universities, as both types of institutions participate in it on the ss 
footing. 

First I should like to underscore the fact that the college housing loan program 
was not intended as a temporary measure to house veterans of Worid War II 
This fact was brought out clearly in testimony before the Senate Banking and 
Currency Committee, as some members of this committee may recall. Th 
Lanham Act program of temporary housing was the major measure designed to 
care for the tremendous student body increase as a result of the World War II 
veterans program. By 1950 this housing was wearing out, but it was apparent 
that college enrollments would remain at a level far above that of prewar times. 
They are this year 50 percent above prewar and all estimates are that they will 
rise slowly for the next 2 or 3 years, and then increase at an accelerated pace to a 
level doubling the present figures. 

These estimates are conservative, based on the known facts on present elemen- 
tary and high-school enrollments, and percentages of those who will go on to 
college. 

Today many colleges and universities are still using ‘temporary’? Lanham Act 
housing, and it is Korean veterans, not World War II veterans, who are being 
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asked to use it. Much of this housing is on the point of becoming a campus s 
College financial resources are taxed to the utmost to provide classrooms : 
laboratories, at costs more than double those of pre-World War IT. These 
their nature cannot be self-liquidating. Dormitories can be self-liquidating, | 
the rate of interest and particularly the period of amortization determine | 
much it costs the student per month for living quarters—an important factor 
the cost of a college education. 

Private investment, considered alone, has not in general been willing to ma 
loans for amortization periods as long as 40 years. Periods of 15 to 25 years hay 
been preferred. 

In testimony on this legislation in 1949 Dr. John A. Hannah, of Michigan Stat 
College, now Assistant Secretary of Defense for Manpower, graphically illustrat 
the difference, in costs to the student, of housing under 40-year as contrasted t 
20-year amortization, Figuring 9 months’ occupancy of a dormitory unit and a 
$4,000 investment per student, he showed that the student in housing und 
20-year amortization must pay $22.22 per month for reduction of principa 
alone, as compared to $11.11 per month under 40-year amortization. Based or 
$3.000 investment per student, the difference in monthly charge for reduction 
principal is a little over $8 per month. Even if interest costs are comparab\ 
the difference in charges based on reduction of principal alone is very substantia 
over the 4-year period in which the average student attends college. It is under 
stood that the Housing and Home Finance Agency contemplates the sale of short 
term portions of these obligations to private investors, retaining the long-term 
portion. This seems to us to be a sound method of cooperative financing ir 
instances in which private investment is unwilling to assume the full long-term 
investment. 

Officials of Cornell University, which has diligently sought private financing 
to construct urgently needed dormitories, state that the best offer they could get 
was for a 30-year amortization period with interest at 4 percent. They point out 
that college dormitories have an effective life of far more than 40 years, and that 
an amortization period much shorter than that forces an unnecessarily heavy load 
on the first generations of students using them. They point out, also, that 
Cornell’s temporary World War II dormitories are worn out, and that the 
dwindling number of those able to make large gifts to universities are not interested 
in giving money for dormitory construction. 

May I say also that the Office of Defense Mobilization, in Defense Manpower 
Policy No. 11 assigning to various Government agencies responsibilities for 
facilitating the orderly return of Korean veterans to civilian life, also made severa 
suggestions to colleges and universities. One of these is that colleges review their 
housing facilities, particularly for married students, and take steps toward helping 
returned servicemen attend college through provision of adequate housing. The 
colleges and universities, Mr. Chairman, are glad to cooperate with the Govern 
ment in this objective. At the same time, we believe the Government, in view of 
the additional services it is asking them to perform, ought not take steps sharp! 
to reduce their ability to provide new housing by cutting the college housing 
loan program. 

May I now turn, Mr. Chairman, to the specific effect on the public colleges and 
universities of a reduction in the college housing loan program at this time, sine¢ 
most of the land-grant institutions are State-supported institutions. 

As you know, most of the State legislatures meet biennially, and this is the year 
they are in session. In many States specific legislative authorization to apply 
for a loan is required. 

Many public universities have based their dormitory building plans for the 
next 2 years on the availability of the college housing loan program. They have 
obtained, or are in the process of obtaining (as is the University of Rhode Island 
the necessary legislative authorization. Several have applications already in and 
under consideration. A sharp reduction in the amount of loan funds available for 
1954 will hold back their housing programs by at least a year, and by 2 years in 
the case of the majority which have biennial legislatures. It is now too late, 
Mr. Chairman, to go to most State legislatures with alternative proposals for the 
building of dormitories. 

Rhode Island’s Legislature, unlike that of most of the States, meets annually. 
A legislative authorization to apply for a college housing loan has passed the House, 
and is pending in the Senate. We have made our plans on the basis of the avail- 
ability of the present loan program. An alternative possibility would be a State 
bond issue, but this would require a referendum which cannot be held before 
November 1954. 
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Mr. Chairman, I would like specifically to support the recommendation of the 
representative of the American Council on Education, namely, that the legislative 
restriction found on page 21, starting in line 3 and continuing through lines 4, 5, 
ind 6, be stricken from the independent offices appropriation bill as passed by the 
House. The removal of this limitation would permit the program to functi 
during the present and coming fiscal year as recommende‘in the 1954 bi 
which calls for a total of $150 million in loans by the end « f the fiscal year 
of which $50 million is in addition to that released through fiseal 1953. 
this limitation is short of the need under the program, since the total of committed 
oans, loans approved but not committed, and applications, presently stands at 
more than $165 million, with new applications being received steadily At least 
200 colleges and universities in 41 States and 2 Territories are involved in prese 
applications. 

We also recommend that the legislative restriction on administrative expenses 
be removed, and allowed to stand at the figure approved by the Bureau of thi 
Budget. 

May I add, Mr. Chairman, that we are heartily in accord with the commendab!) 
efforts of your honorable committee and of the corresponding committee of the 
House, to effect a balanced national budget. Doubtless this desire was one of 
the major reasons behind the proposed legislative restriction on loans under 
this program. May I suggest, however, that this is really a matter of bookkeeping 
practice. As was pointed out by the representative of the American Council on 
Education, this program costs the taxpayers nothing. The Government actually 
makes a profit that more than covers the cost of administration. 

The budget as presently constituted, as I understand it, does not reflect the 
true situation, in the fact that Government loans during any fiscal year show in 
the budget as net expenditures from the Treasury. I am not an expert on gov- 
ernmental finance, Mr. Chairman, but would like to suggest that the budget 
would more accurately reflect the true situation if the assets represented by 
secured loans could also be shown in the budget as offsets against the cash outlay 
they represent. It gives an inaccurate impression when the Government on the 
one hand shows loans as expenditures, and on the other does not include the same 
figure as a net asset. If this could be remedied in future budgeting procedure, 
would help to place the housing loan fund in its proper perspective. 


COLLEGE HOUSING LOAN PROGRAM 


Mr. PenpueETON. In order to save time on this thing, I simply 
want to make a couple of points because a great, deal of what I was 
going to say has already been covered. 

I am speaking in behalf of the college housing-loan program. | 
would like to make certain things clear. 

In the first place, this program is not a gift, it is not a grant, it is not 
a subsidy; it is a loan. 

Senator ELuenprEr. That is right. 

Mr. Penp.eton. And it is a loan program which will not cost the 
Government a penny because the rate of interest is set approximately 
1 percent above the amount for Government loans for which the 
Treasury can borrow money. 

The great advantage of this thing is that the interest rate is lower 
that that which can be offered by private investors, and the amorti- 
zation terms are much more liberal. In other words, you can go up 
to 40 years here. And while I am not an expert, sir, I believe a great 
many insurance companies and private companies cannot lend for a 
period as long as 40 years. 

Those are the two things which make this attractive. 

We do not believe this interferes with private investment because 
most of us would simply not be able to borrow from private investors 
to put up these dormitories. We are required by law to ask at least 
three of them. They cannot meet the terms. And if we cannot get 
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terms like this, we just are not going to put up any dormitories, a) 
therefore, the private investors would not get this business anyway, 


REPAYMENTS OF LOANS 


I would like to point out also that this is not going to cost 
taxpayer anything because all costs will be carried by loan and wil 
be 

Senator ELLENDER. Repayable. 

Mr. Penpueton. Will be repayable. 


REMOVAL OF LIMITATION 


I would like to point out, finally, we would like very much, sir, t 
have this limitation of $21 million for fiscal year 1954 removed becaus 
the colleges are beginning to take advantage of this program, a 
that $21 million will not take care of the applications which are pre 
ently coming in. And it is a rather important thing, sir, that this b 
done. 

Now there is one last thing I would like to say to you, and that 
this: I have been a borough president and incorporated town coun 
man for 5 years and have dealt with local Federal and State agencies 
[ would like to say this: I have never dealt with an agency whic! 
has been more courteous, more helpful, and which has always giv: 
me an answer to no matter what difficult problem I have put up 
promptly and effectively. I would congratulate you on having m 
like that working for you. 

Senator ELLenperR. Thank you, sir. 

Mr. Penpieron. Thank you, sir. 


CoorpERATIVE LEAGUE OF THE Unitep States OF AMERICA 


STATEMENT OF WALLACE J. CAMPBELL, DIRECTOR, 
WASHINGTON OFFICE 


PREPARED STATEMENT 


Senator ELLeENpDER. The next witness is Mr. Campbell. I not 
you have a prepared statement which is rather short. Would you 
wish to read it? 

Mr. Camprewu. I would prefer to read it. It is digested to the 
point, I think, where it is faster to do it that way. 

Senator ELLENpDER. I agree with you. 


MEMBERSHIP 


Mr. Campseti. My name is Wallace J. Campbell. I am director 
of the Washington office of the Cooperative League of the United 
States of America, a national federation of consumer, purchasing, and 
service cooperatives, including many cooperative housing projects. 
We have nearly 2 million families in membership. The league also 
includes in membership the Credit Union National Association and 
the National Rural Electric Cooperative Association. 
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EFFECTS OF BUDGET REDUCTION 


We feel strongly that the House action cutting out the appropriation 
for cooperative housing in FHA and eliminating the Assistant Com- 
missioner in Charge of Cooperative Housing and members of his staff 
constitutes a crippling blow to one of the most important new sections 
of the housing program. 

Cooperative housing is completely unsubsidized. The FHA has 
received more return in fees from cooperative housing projects than 
it has expended in the program during its three vears of‘operation. In 
other words, the cooperative development has been carried on with 
no expense whatever to the American taxpayer. The cut is a false 
economy move. 

COOPERATIVE HOUSING 


Cooperative housing, as developed under section 213 of the National 
Housing Act, has received applications in excess of $763 million as of 
April 20, 1953, and has insured 114 projects during the three years 
of its existence. These provide for nearly 21,000 housing units at a 
dollar value of $194 million. The commitments outstanding, to- 
gether with eligibility statements outstanding and applications in 
process bring the total to 229 projects which will in the near future 
provide 38,000 homes with a dollar value of $361 million. 

While most of the projects to date have been in New York City, 
thousands of homes have been provided in teacher-sponsored projects 
in Nebraska, Legion-sponsored projects in Oklahoma, home for defense 
workers in California, and middle-income and professional people i 
Michigan, Illinois, Maryland and other States. 

The initial effort to provide cooperative housing by FHA was 
launched in 1948 with enactment of 207 (f). In the 2 years of its 
operation prior to creation of 213 only 3 projects had been insured. 
The significant difference in 213 was provision for an Assistant 
Commissioner in charge of cooperative housing. The record of 
performance in the last 3 years, as outlined above, was the result. 

I would like to reemphasize that point—that with an Assistant 
Commissioner and a rather small staff who are concentrating on the 
development of this program, we really have brought forward a 
substantial amount of middle-income housing. 

Representative Phillips indicated on the floor of the House that 
there is no further need for the cooperative-housing section. He 
said his investigation had been superficial. Actually, no representa- 
tive ever called on the cooperative-housing section to ascertain the 
facts of the situation. Many of the cooperative projects have pro- 
gressed beyond the planning stage, and others are in the planning 
stage. In addition to the applications now in the FHA, approxi- 
mately 30,000 more units are being planned by builders and consumer 
groups who have purchased or optioned land and are preparing 
specifications to proceed with the projects. 


BENEFITS TO MIDDLE-INCOME BRACKET 


Cooperative housing stands midway between speculative housing 
and public housing and provides a ‘middle way’’ by which people 
in the middle-income bracket can secure better housing at lower cost. 


32743—53——31 
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I would like to emphasize that we are not against the public housing 
program. We are for it and feel that the 35,000 units is merely a 
minimum which should be carried forward, and we would like to se 
the program developed in full. 

Senator ELtenperR. After those projects have been completed, a: 
they current? That is, do they pay up? 

Mr. CampBe.u. That is right. ‘This is a loan program. 

Senator ELLENDER. | understand. 

Mr. Campsetu. And of course is on schedule. The program is 
new, and the fees have more than paid the cost of FHA. 


SUPPORT OF PROGRAM 


The administration has backed the cooperative housing section of 
FHA. The new Commissioner of FHA, Mr. Hollyday, and the new 
Administrator of HHFA, Mr. Cole, and the President have all sup 
ported the program as it stands. During his term as president of 
Columbia University, President Eisenhower was a member of 
board of directors of the Morningside Heights Cooperative which is 
developing an FHA 213 cooperative project to serve middle-incom 
families near Columbia University. A unique feature of this coopera 
tive project is that it will be built in an area replacing a slum section 
of New York and will be adjacent to a public-housing project, so that 
people who can afford to pay for their own housing will be provided 
adequate, unsubsidized housing through the cooperative. 

The Cooperative League urges that. you continue the cooperative 
housing program in FHA with the staff and appropriation as recom 
mended by the President. 


Senator ELLeENpeR. Thank you. Are there any questions? 
Mr. Campse.i. Thank you, sir. 


NATIONAL HousiInc CONFERENCE 
STATEMENT OF LEE F. JOHNSON, EXECUTIVE VICE PRESIDENT 
PREPARED STATEMENT 


Senator SatronstaLtu. Mr. Johnson, you have a prepared state- 
ment. Without objection, that will be put in the record at this point. 
(The statement referred to follows:) 


STaTEMENT OF LeE F. JoHNson, Executive Vice PRESIDENT, NATIONAL 
Hovusinc CONFERENCE 


Mr. Chairman and members of the committee, my name is Lee F. Johnso1 
I am executive vice president of the National Housing Conference, a public 
interest organization founded in 1931 for the purpose of helping to secure adequat« 
housing for all American families. We have appeared in support of all major 
housing legislation over the last two decades. We honestly, sincerely, and actively 
support low-rent public housing, slum clearance and redevelopment, and basic 
aids to private enterprise to help it achieve a better housed America. 

We appreciate this opportunity to present a brief statement in support of the 
administration’s budget estimates for the Housing and Home Finance Agency 
We take very strong exception to the action of the House of Representatives 01 
Wednesday, which would, in our opinion, destroy two coordinate programs that 
are vital to the welfare of families of very low income. I refer to families living 
in slums, through no choice of their own, who have been led to believe through 
the adoption of a forward-looking national policy in 1949, that the day is approach- 
ing when they could achieve decent shelter in decent neighborhoods. 
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Our membership was stirred by the President’s great address to the Nation's 
publishers a week ago when he said: ‘‘We are prepared to reaffirm, with the most 
concrete evidence, our readiness to help build a world in which all peoples can be 
productive and prosperous * * *. The purposes of this great work would be: to 
help other peoples to develop the underdeveloped areas of the world * * *. The 
monuments to this new kind of war would be these: roads and schools, hospitals 
and homes, food and health,”’ 

No one, I believe, will take exception to the statement that among the most 
underdeveloped areas of the world, are the slums of our own communities. And 
please believe me they are not limited to a few of the great cities of this Nation. 
When the Housing Act of 1949 was being debated on the floor of the House, 
opponents of low-rent housing ventured the prediction that if passed not more 
than 10 cities would be able to participate. The facts are that some 1,125 localities 
have programs in some stage of development. Nearly 62 percent o: the communi- 
ties participating have populations of less than 10,000 and 75 percent have less 
than 25,000 population. 

In stating that the National Housing Conference supports the administration’s 
recommendation that the program be permitted to move torward at an annual rate 
of 35,000 low-rent housing units at all stages of development including authoriza- 
tion for new contracts to make this possible, I do not mean to indicate that such 
a program begins to meet the need. We subscribe to the repeated statements of 
the Senior Senator from Ohio, that in meeting today’s need a fair percentage of 
new construction would be approximately 10 percent for public low-rent housing 
to 90 percent tor private housing. 

But in today’s climate, with a new administration seeking a new look at the 
entire housing problem, we concur in Administrator Cole’s statement to the 
House committee that: ‘‘The fair and consistent thing to do is to continue the 
program at that level (35,000 units) until we have completed our reviews and 
are prepared to make further recommendations to the Congress.”’ 

We believe that this is an excellent time to review the entire housing program, 
all of it. We recall that before passage of the Housing Act of 1949, it was pre- 
ceded by eight separate congressional investigations and studies. We trust that 
today’s investigation will be of the entire problem. The National Housing 
Conference hopes to cooperate in that investigation in every possible way. If a 
better, more economical way of meeting the housing problem is discovered, we 
will be among the first to applaud. 

It was noted that on Wednesday the Majority Leader of the House of Repre 
sentatives stated that the recommendations of the House Committee on Appro 
priations suspended rather than killed the low-rent public housing program in 
order that the whole subject may be studied by the administration and by the 
proposed Presidential Commission on Local-State-Federal Relationships. If 
that position were sound then the many billion dollar mortgage guaranty program 
of FHA, and other programs aimed to assist the private entrepreneur should 
likewise be placed in a deep freeze while the whole problem is being studied 
None of us agree that such action would be in the public interest. The action 
to kill public housing, which offers the only hope for the family of little income, 
is equally unsound and is thoroughly unfair. 

The debate in the other body indicated almost unanimous approval of slum 
clearance and redevelopment. May I make a statement of fact that is borne 
out in every community that has undertaken such a program under title I of the 
Housing Act. Slum clearance cannot be achieved without some public housing 
to rehouse displaced families of low income. The act requires, and State enabling 
legislation requires, that families displaced by redevelopment, be relocated in 
decent, safe, and sanitary housing. That cannot be achieved, without some 
low-rent public housing, all of the statements on the floor of the House of Repre- 
sentatives to the contrary notwithstanding. The only alternative, and that is 
not legal, is to intensify existing slum conditions by forcing more families into 
the remaining rotten structures. 

The fact is, that even with the great home building program in the last 4 years, 
totaling 4% million new dwellings, the housing need has not been appreciably 
lessened for the Nation’s low-income families. By congressional action, the low 
rent housing program was whittled down to 35,000 units a year from the 135,000 
units called for in the 1949 act. The Public Housing Administration is cor 
stantly attacked for not building more, yet it has been cut back to a token program, 
and it has operated constantly with its head in the guillotine. 

To this committee the National Housing Conference makes several positive 
recommendations: 
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1. We urge that the title I (slum-clearance and redevelopment) program hy 
permitted to move ahead without the restrictive language of H. R. 4663. whic! 
would exclude expenditure for parks, playgrounds, public buildings, or simila; 
facilities from being credited to local grants in aid. 

2. We urge the continuation of the low-rent public housing program at a rat 
of not less than 35,000 unit starts for the coming year. 

3. We ask that the following language on page 23 of H. R. 4663 be deleted 
“Provided further, That no housing shall be authorized by the Publie Hou 
Administration, or, if under construction, continue to be constructed. in ar 
community where the people of that community, by their duly elected representa 
tives, or by referendum, or by any other legal method, have indicated they d 
not want it, and such community shall negotiate with the Federal Government th: 
repayment to the Government, only such money expended prior to the vote or 
other formal action whereby the community rejected such housing project 

The purpose of that language is to harass local housing programs. It invit: 
succeeding city councils to attempt to abrogate contracts between the Federa 
Government and local housing authorities according to the whim of the council 
members or in response to concentrated pressures by those groups most abur 
dantly endowed with the wherewithal to assert them, with little or no guarantee to 
the Nation’s taxpayers that their funds are protected. It would create uncer 
tainty, endless litigation, and a lawyer’s paradise. 

No one can condone any effort to force a low-rent housing program on an 
community that doesn’t want it. The question must be one of legal, local dete 
mination. But when a community through its elected officials enters into a 
binding contract, it should not be subject to abrogation by a political char 
The Senate and House conferees met that problem a year ago by requiring t 
before a community may abrogate its contract the governing body must tence 
full repayment of moneys advanced by the Federal Government prior to suc! 
eancellation and give a release from all obligations incurred under such contract 
That, in our opinion is the minimum protection that should be provided the ta 
payers of our country. 

1. We urge a restoration of administrative funds to the Public Housing Ad- 
ministration in amounts adequate to cover essential technical supervisior 
order to carry out the administration’s program of 35,000 unit starts for 
coming year. Such funds making adequate assistance possible, result in better 
planning, better projects, and substantial ultimate savings We also urge a 
restoration of funds to the Office of the Administrator to continue its vital work 
in the fields of research, racial relations, educational facilities, slum cleara 
and redevelopment. 

5. We deplore the costly saving that is reeommended in the budget of FHA b 
eliminating the office and functions of the Assistant Commissioner for Cooperati 
Housing. We urge the restoration of funds for that office. 

Lest anyone receive the impression from my remarks that these proposals 
represent the total recommendations of the National Housing Conference for a 
housing program for fiscal year 1954, may I point out that I have addressed myself 
solely to the provisions of the independent offices appropriations bill. The 
National Housing Conference has developed a recommended housing program 
which it believes achievable for the coming year. Many of the best informed 
experts in the field of housing both private and public, prepared that program 
We propose to submit our recommendations at the proper time to those who will 
be studying the question of the Federal Government’s participation in the field 
of housing for the administration, and to the appropriate legislative committees 
of the Congress. 

Today, however, I cannot urge too strongly that the destructive action of the 
House of Representatives be reversed by the Senate. That the housing program 
go forward as requested by the administration in a framework of progress, pro- 
tecting existing gains, and permitting a reexamination in an atmosphere that 
fosters objective analysis and thoughtful, constructive conclusions. 


PURPOSE OF ORGANIZATION 


Senator SatronsTaALL. Would you wish to summarize that state- 
ment, or would you like to read it through? 

Mr. Jounson. Mr. Chairman, I will just’identify myself and make 
some comments on the testimoney thus far. I appreciate very much 
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having the statement filed. I will not ask to take the time of the 
committee to go completely through it. 

My name is Lee F. Johnson. I am executive vice president of the 
National Housing Conference, which is a public-interest organization 
founded in 1931 for the purpose of helping to secure adequate housing 
for all American families. I think we have appeared in support of 
all major housing legislation over the last two decades. We honestly, 
sincerely, and actively support low-rent public housing, slum clearance, 
and redevelopment, and basic aids to private enterprise to help it 
achieve a better-housed America. 

I want to say, Mr. Chairman, that we concur very heartily and 
support the position, by and large, that the Administration has taken 
in its excellent presentation of the facts regarding this bill this morning. 

[ would like, however, to raise a couple of questions. First, I should 
say we feel strongly concerning what you, Mr. Chairman, identified 
as the Los Angeles amendment appearimg on page 23. We urge that 
it be stricken, as the Administration urges that it be stricken. 

I would like to raise one question for the committee on the 35,000 
units, which we heartily support for the coming year. 


LANGUAGE AMENDMENT 


As I understand the language of the amendment that is recom- 
mended, it goes back to the language of last year, which is 35,000 
new units for the coming year, with a continuing limitation of 35,000 
units for each succeeding year. I raise the question whether it is 
desirable to keep that continuing limitation after this year. I am 
not going to punish the committee with an argument, but I do 
sincerely raise the question. 


PROPOSED HOUSING PROGRAM 


I do also want to make the point that the National Housing Con- 
ference does not believe the submission here today is in any way a 
complete housing program for our country for the coming year. We 
have a committee of our board, and the board has acted en what we 
hope to propose as a housing program which we believe is achievable 
for this country in the coming year. However, we propose to submit 
our recommendations to Mr. Cole and the Agency. As has been 
said numerous times, he is making a complete restudy of the housing 
program. We concur in that a restudy of the overall program is very 
much in order. We propose to make our recommendations there, if 
we can, and also to the proposed Presidential Commission to study 
local, Federal, and State relations. Primarily, of course, we want to 
make the proposals to the appropriate legislative committees of the 
Congress. 

GWINN AMENDMENT 


There is one other amendment I would like to go back to, Mr 
Chairman, and that is the so-called Gwinn amendment providing, in 
effect, that in low-rent public housing no person belonging to a sub- 
versive organization could be continued in occupancy. 

Certainly I do not feel that persons who belong to subversive 
organizations should be continued in occupancy. However, | think 
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the amendment as written is not operable. I think it has been proven 
it is almost impossible of administration. Our board has taken *he 
position that while we do not approve of it, if it is going to continue. 
we think it only fair that that kind of a limitation be applied to all 
Federal housing. There is no reason, in our opinion, for the low- 
income families to be singled out as the only ones receiving Federal 
aid in the field of housing for investigation as to their political beliefs. 

That, Mr. Chairman, is very briefly what is on my mind. 

Senator SatronstaLu. Thank you very much, Mr. Johnson. We 
appreciate your coming. 

Mr. Jounson. Thank you. 


Jewish WAR VETERANS 


STATEMENT OF BERNARD WEITZER, NATIONAL LEGISLATIVE 
DIRECTOR 


GENERAL STATEMENT 


Senator SaLtronsTaLL. The next witness is Mr. Bernard Weitzer of 
the Jewish War Veterans. Mr. Weitzer, have you a prepared state- 
ment? 

Mr. Weirtzer. No, I have only a few words to say. 

Senator SaLronsTALu. We will be glad to hear from you. 

Mr. Werrzer. Senator Saltonstall and Senator Ellender: I am 
Bernard Weitzer, national legislative director of the Jewish War 
Veterans of the United States of America. 


1952 RESOLUTION 


At our 57th annual convention in Atlantic City, N. J., held in 
October of 1952, we passed a resolution on housing in conformity with 
our constant action in favor of public housing and of the Housing 
Act of 1949. We have discussed it primarily from the standpoint of 
the veteran, although our interest in housing, generally, has been 
that of its importance to all citizens of the United States. 

Mr. Chairman, I would like to submit this resolution for the record. 

Senator SALTONSTALL. Without objection, it will be received. 

(The resolution referred to follows:) 


RESOLUTION ON HovusING 


Whereas our organization is constantly being reminded by individual veterans 
that housing for rental or purchase is still one of the toughest problems that the 
veteran has to solve, and 

Whereas the veterans’ problems in this respect though somewhat more acute, 
differ slightly in degree from the problem of nonveterans: Now, therefore, be it 

Resolved that the Jewish War Veterans of the United States of America in con- 
vention assembled in Atlantic City, October 15-19, 1952 do urge— 

1. Full support by appropriation and otherwise for the Housing Act of 1949 
without any further cuts in the public-housing program of the act. 

2. A continuation of rent controls. 

3. Provision for direct loans by the Veterans’ Administration to veterans who 
cannot secure conventional mortgage financing under the VA guaranty at the 
4 percent per annum interest rate. 
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VETERANS PROBLEMS 


Mr. Wertzer. I want to emphasize that the veteran has an 
especially difficult problem from the standpoint of the cost of housing 
because many of the veterans of World War II have not become 
established in business and are facing a pretty heavy burden in trying 
to establish themselves and make a living and maintain themselves 
and develop their families in the fashion we think everybody would 
like to see. 

From that standpoint, there are certainly some veterans who un- 
fortunately would be eligible as tenants for public housing. We think 
that any such limitation as has been proposed on public housing would 
be doing damage to all people and would be doing a particular damage 
to the men who fought for their country and, partly as a consequence 
of that, are not in a position to pay an economic rent. 


NEED FOR 135,000 UNITS 


What we said in the resolution was ‘full support by appropriation 
and otherwise for the Housing Act of 1949 without any further cuts 
in the public-housing program of the act.’ And by that we meant 
135,000 units, not 35,000 units. 

We think there has been an unfair advantage taken by way of limita- 
tion of public housing, based upon the fact that there was supposed 
to be a shortage of materials. Now, as a matter of fact, we had one 
of the biggest construction programs in housing last year that we ever 
had, but there was not enough material, supposedly, to fulfill the 
program of the Housing Act of 1949—135,000 units. 

I think that was very carefully considered by the Congress at the 
time the act was passed. I know that Senator Ellender spent a 
great many years in trying to perfect that program, that Senator 
Saltonstall supported it, and we think it is a mistake to continue to 
chop this thing down. 

Of course I think what has been done now is utterly indefensible, 
but we did pass another resolution at our convention condemning 
this business of legislation by rider, particularly on appropriations 
bills. We think it is disruptive of the orderly procedures of our 
Government and particularly of the legislative activities of the 
Congress. 

Now there are two other points to which I want to refer briefly 
first to what Mr. Campbell testified on. 


SUPPORT OF COOPERATIVE HOUSING PROGRAM 


We think that the cooperative housing program is the finest thing 
that has ever come along, in accordance with the American tradition 
of American citizens getting together to do a job for themselves. 
That job could not be done under the previous act, section 207. Mr. 
Campbell called your attention to the tremendous difference in the 
results. 

Now, as a former businessman, I want to say that anything that is 
new takes much effort to put over. You people undoubtedly have had 
experience with bankers, and you know how slow they are to take a 
new thing on. It took some time to get them to realize that the 
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investment in the mortgages of these cooperative organizations was 
very desirable. Apparently they have begua to recognize that now 


It took them many years to recognize the value of FHA. 
CONTINUATION OF OFFICE OF ASSISTANT COMMISSIONER 


I think it is absolutely essential that this Assistant Commissioner for 
Cooperative Housing should be continued, with his staff, and it should 
be expanded rather than cut down, because you are dealing with a 
subject with which many people are unacquainted. When people try 
to get together on a program of this kind they need some help to under- 
stand the responsibilities and the difficulties that they will have to 
face, and the manner in which the Agency is ready to help them. If 
you cut out the Assistant Commissioner, they will have nobody 
And I think it is essential to carry on the cooperative housing program. 

The third thing I would like to call to your attention is the college- 
housing program. 

COLLEGE-HOUSING PROGRAMS 


I went back last year to Ithaca, N. Y., where I went to school, and 
I found the roominghouse in which I lived—and that is nearly 40 
years ago—was still there, housing students. And the registration at 
Cornell, as at all other universities, has increased tremendously. 

There again, I want to bring up the veteran problem because under 
this GI bill of rights, which has now been extended to every Korean 
veteran, there are going to be a lot more veterans to go to the univer- 
sities. The housing problem, I guess, in most other college towns, is 
just about as tough as it is at Cornell, where, as I say, houses where | 
lived as a freshman 40 years ago are still there taking care of the 
students. Why? Because none of the universities have the money, 
do not get the bequests they used to get for dormitories to house men 
and women coming in. 

I think this college-housing program, which does not cost the Gov- 
ernment a nickel, which is a straight-loan proposition, is another phase 
of carrying out what we think would be for the benefit of not only the 
country at large but especially for the veterans, men that are coming 
out of the service and who through the beneficence of the Government 
are many of them put into a position of getting a college education, 
and they may be hampered in getting it by the lack of this college 
housing-loan program. 

I mentioned Cornell particularly. because I heard just a week ago 
that Cornell has arrived at the preliminaries of such an agreement 
with the Housing Administration for such a loan, and I do not know, 
whether, the way this thing has been handled on the floor of the House, 
it might or might not get the benefit of that. I was told that the 
board of trustees, many of whom are eminent businessmen, and a lot 
of them are very capable financiers—and the new Counsel of the 
Treasury, Mr. Tuttle, was, and perhaps still is, a trustee at Cornell 
they tried every possible means before resorting to this college housing- 
loan program and finally had to come to that because there was no 
other way to finance the construction. 

So I hope that you will go along with the recommendations of the 
new Housing Administrator and reject these crippling amendments 
and crippling appropriations of the House. 

Senator SaLronstTaLL. Thank you very much, Mr. Weitzer. 

Mr. Weirzer. Thank you. 
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AMERICAN CouNciLt ON HuMaAN RIGaATS 
STATEMENT OF ELMER W. HENDERSON, DIRECTOR 
PREPARED STATEMENT 


Senator SALTONSTALL. The next witness is Mr. Elmer W. Hender- 
son. Is he here? 

Mr. HENDERSON. Yes, sir. 

Mr. Chairman, and Senator Ellender, I am Elmer W. Henderson, 
the director of the American Council on Human Rights. 

I would like to submit this very brief statement for the record, if 


[ may. 
Senator SALTONSTALL. y es. 


SUPPORT OF PUBLIC HOUSING PROGRAM 


Mr. Henperson. | merely wish to indicate our support of the 
testimony of Mr. Cole and the other officials of the Housing Agency 
this morning and other cooperating witnesses in support of the restor- 
ation of the funds and continuation of the public housing program. 
That is contained in the testimony submitted. 

We hope this committee will see fit to do that and will fight for 
it on the floor of the Senate and in the conference with the House. 
Thank you. 

Senator SALTONSTALL. I appreciate your statement and appreciate 
the brevity and clarity of your verbal edition. 

Mr. Henperson. Thank you. 

(The statement referred to follows: ) 


STATEMENT OF ELMER W. HENDERSON, DrREcTOR, AMERICAN COUNCIL O 
Human RiGcuts 


Chairman Saltonstall and members of the committee, I have the honor to 
represent the American Council on Human Rights, a cooperative program of six 
Negro Greek-letter societies. We are here to urge you with all of the vigor at 
our command to support and sustain President Eisenhower in his budgetary 
request for the Housing and Home Finance Agency, to seek its adoption on the 
floor of the Senate and to insist upon it in the subsequent conference with the 
House of Representatives. 

In our judgment, the action of the House in eliminating public housing from 
the bill and in reducing the race relations staff of the Agency were the most 
disastrous and unwise acts taken by that body in recent years. We hope that a 
completely different viewpoint will prevail in this chamber. 

Housing for low-income citizens in America is one of the most vital needs facing 
our country. It has been somewhat relieved by the public housing built to date 
but in no way relieved by private housing activity. This is no secret. The 
cruel, vermin-ridden, overcrowded conditions of most of the poorer people in our 
country are readily in view for the most casual or cynical observer to see. Private 
builders and real-estate interests have clearly indicated over the years that they 
cannot produce housing to meet this need. Unless the Government steps in as 
it has to give some relief, nothing will be done. There is no point in spinning fine 
economic theories here. Public housing is a practical necessity. It has proved 
its worth in so Many ways, it is unnecessary to detail them here. I doubt seriously 
if the slum-clearance program can be effective if not supported by public housing 
to take care of many of the evicted families. 

Negro citizens, more than any other group, are the victims, morally, physically, 
spiritually, and economically, of bad housing conditions. The low-income 
families among us who have been fortunate enough to get into the public housing 
projects have been virtually given a new lease on life. If public housing is killed, 
our people will be the greatest sufferers. 
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The House also saw fit to cut the small budget of the race relations servic 
the Housing Agency. This office has merely tried, and with some success, { 
see that all groups get an even break in the benefits as weli as tie dislocations 
involved in this immense operation. I hope you will restore the full amou 
that President Eisenhower requested for this office. 

Gentlemen, unless the Congress intends to drain out every bit of humanit 
left in our Federal Government, I ask you to save the public housing program. 


NATIONAL ASSOCIATION FOR THE ADVANCEMENT OF COLORED PEOPLE 


STATEMENT OF CLARENCE MITCHELL, DIRECTOR 
PREPARED STATEMENT 


Senator SALTONSTALL. The next witness is Mr. Clarence Mitchell. 
You have a prepared statement which we will put in the record. 
(The statement referred to follows:) 


STATEMENT OF CLARENCE MircHELL, Director oF THE NAACP’s WasHING1 
BuREAL 


The National Association for the Advancement of Colored People urges that 
the Senate restore cuts made by the House Appropriation Committee which hav: 
the effect of eliminating entirely the public-housing program for the next fiscal 
year and drastically reduce the Racial Relations Service in the Office of th 
Administrator of the Housing and Home Finance Agency. 

We support the President’s request for 35,000 units although we know that 
even this figure is a very modest outlay in view of the extensive requirements 
for housing among persons in the low-income group. 

Such a small number of public-housing units does not even take care of the 
problem reflected in the 1950 census data for nonfarm areas which show that 
(a) the rate of doubling among nonwhite families was 3 times greater than for 
white families; (6) the proportion of overcrowding among nonwhite families was 
almost 4 times greater than among whites; and (c) while only 1 out of every 20 
houses occupied by white families was dilapidated, the figure for nonwhite families 
was 1 out of every 4. 

We would like to insert in the record a statement that outlines the stake of 
nonwhite families in the public-housing program, which was instituted in 1937 
In this brief survey over one-third of this entire program is now occupied by 
85,000 Negro families, affording some 350,000 Negroes their first chance for 
wholesome living. Negro construction workers have received more than $107 
million in wages from public-housing construction and over 5,000 additional 
Negroes are employed in the administration, management, and maintenance of 
public-housing projects all over the country. 

The House cuts would prevent the Public Housing Administration from allow- 
ing local authorities to start a single public-housing dwelling for low-income 
families anywhere in the Nation for fiscal 1954. 

This reduction will hit Negroes doubly hard for three reasons: 

1. Because of long-standing restrictions in job opportunities, an inordinately 
large proportion of all Negro families fall in low-income groups, as Senator Robert 
Taft has often pointed out, who cannot pay current cost of decent standard 
housing and at the same time maintain a decent standard of living for their 
families and children. 

2. The private building industry, while recently showing some signs of interest 
in the Negro market, have proverbially and for many years neglected this market 
almost entirely even where the families are able to pay economic rents and sales 
prices. As far as low-income Negro families are concerned, the only contribution 
of the private builders and real-estate groups has been to generally restrict them 
to the most dilapidated housing in the community. 

3. Beyod this, however, this reduction will have a new and special impact on 
Negro families in the next fiscal year. Recent reports from the HHFA indicate 
that 53 slum-clearance and community redevelopment projects under title I of 
the Housing Act of 1949 are displacing or will displace some 41,600 families, 
approximately 60 percent of whom are Negroes. In addition, the public housing 
program itself involves the clearing of 266 slum sites and displacing an additional 
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55,700 families, approximately three-fourths of whom are Negroes. This means 
that slum clearance operations conducted by federally aided programs themselves 
are displacing or will soon displace over 66,000 Negro families. The HHFA 
estimates conservatively that half of these families are eligible for low-rent 
public housing. Furthermore, the act of 1949 affords such displaced families 
priority in any pub lic housing in the community. This would, therefore, mean 
_ it it would require almost the total allotment of the 35,000 units recommended 
by the President even to take care of the eligible Negro families to be pushed out 
of their homes by the present slum clearance operations. It is unfair for govern- 
mental action to displace these families and guarantee them a priority in the type 
of housing in which the legislative branch of that Government now decides to 
abolish. 

We, therefore, feel compelled, in all fairness, to urge that the Appropriations 
Committee of the Senate restore at least the recommended 35,000 units as a 
sign of good faith to these families. 

We are particularly dismayed at the kind of economy practiced by the House 
committee when it cut the appropriation for the Racial Relations Service which 
is in the Office of the Administrator of the Housing and Home Finance Agency 

In the opinion of the world-renowned sociologist Gunnar Myrdal, one of the 
basic reasons for the fair treatment of racial minorities in governmental housing 
programs has been the utilization by these agencies of specialized personnel 
known as the Racial Relations Service. Through a e sriod of some 15 years, 
there has been evolved in governmental agencies handiing both privately ‘aided 
as well as public housing programs an integrated operation made up of a few 
supervisors in Washington and several operators in field offices. This Service 
has been recognized as one of the most distinctive contributions in the Govern- 
ment to the promotion of interracial understanding and good will. While this 
Service has sometimes been misunderstood and even attacked at times by some 
Members of the Congress, never before has the Congress recommended a specific 
reduction in the administrative funds for this Service. Appropriations bill 
H. R. 4663 now requires the Administrator of HHFA to cut the appropriations of 
the Racial Relations Service in half—from $34,900 to $17,450. 

From a reading of the hearings on this bill before the subcommittee of the 
Committee on Appropriations of the House there seems to have been some con- 
fusion as to the operation of this small specialized staff in the Office of the Ad- 
ministrator in contrast to other racial relations services in field operations. The 
small staff in the Office of the Administrator now maintains the most experienced 
operators in this field in the entire country. It is they who do for the Adminis- 
trator the planning, the guiding, the supervision and coordination of the racial 
relations activities and problems throughout the Office of the Administrator 
itself as well as the three constituents—the Federal Housing Administration, the 
Public Housing Administration, and the Home Loan Bank Board. This staff 
is already small and to cut it in half would be the way to weaken the entire 
operation by cutting off its head. 

We offer to this subcommittee a brief statement on the functions of the Race 
Relations Service. On page 3 of the exhibit there is a significant paragraph which 
reads as follows: 

“Stimulated by the Federal agencies, assisted by racial relations services, 
private capital has stepped up its investment in production of homes available to 
Negroes. In the past 4 to 5 years, more new private housing has been built for 
sale and rent to Negroes than in an entire generation before. Recognizing the 
growing needs in this field and the attainments of these advisers, the Federal 
Housing Administration is now recruiting 5 additional zone racial relations 
advisers.”’ 

Among the thousands of professional upper-level emplovees in the Office of 
the Administrator, the Federal National Mortgage Association, the Home Loan 
Bank Board, the Federal Housing Administration, including its central office and 
sixty-odd field offices, and the Public Housing Administration, the number of 
nonwhite emplovees at such levels is already so small that cutting off racial 
relations specialists to save money in the Agency seems to be taking funds out 
of the hide of those already penalized to begin with. If $17,450 or more needs to 
be saved in the Agency, it could come out of areas of operation in which the 
effect would not be heaviest upon the most disadvantaged. 

We, therefore, urge the restoration of the budget for the Racial Relations 
Service as a contribution to fair treatment for all racial groups in the housing 
program. 
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SUPPORT OF PUBLIC HOUSING PROGRAM 


Senator SavronsTaLut. Mr. Mitchell, would you have anything 
that you would like to add to your statement? 

Mr. Mircuexu. There is nothing I would like to add to it, but | 
would like your patience in summarizing it a bit, Mr. Chairman. 

First, I want to thank you for hearing me. 

I am Clarence Mitchell, director of the Washington bureau of the 
National Association for the Advancement of Colored P eople. 

I would like to indicate, also, Mr. Chairman, that present here with 
me is Mr. Walter White, who is the head of our organization. Mr 
White happened to be on his way to Richmond and Norfolk for 
speeches, but because of the grave crisis that we face in the housing 
picture, he thought it more important to stay over to indicate by his 
presence the concern for this. He is here in the audience. 

Mr. Chairman, I am asking for the indulgence of a word or two 
because I know of your great reputation for looking at the details on 
things and considering the facts. 

I think it would be fair for anybody to ask why it is that the colored 
people of the United States are interested in having the public housing 
program continued, and I believe that I ought to call your attention to 
the fact that on the first page of my statement we indicate that of the 
entire program 85,000 colored families are living in the housing that 
now exists under the public housing program. That means that 
about 350,000 colored people have had their first chance for wholesome 
living because of this program. 


TOTAL WAGES 


I would like also to direct your attention to the wage question 
involved here, that some $107 million in wages was paid to colored con- 
struction workers under the public housing program. 

With your permission, Mr. Chairman, I would just like to submit 
the statement bearing on it for the record. 

Senator SALTONSTALL. Without objection, that statement will be 
included. 

(The statement referred to follows:) 


PARTICIPATION OF NEGROES IN THE PuBLIc-HovusING PROGRAM 


Housing programs under the administration of the Public Housing Administra- 
tion showed the following total and Negro occupancy as of December 31, 1952 


Total units 
y arcentage 
| oecupied Negro Percentas 


All programs........ a ha eiehaieliacsahdialeiibnads . ‘ 470, 424 
Veterans reuse 

Publie war housing (Lanham constructe d). 

USHA program... nhopaniis nS 


Under the federally aided low-rent public-housing program, national policies 
have continuously required equitable participation by families of all racial groups 
in the public-housing market. 
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NEGRO BUILDING-CONSTRUCTION WORKERS 


As of December 31, 1952, cumulative records show that during the construction 
of low-rent and Lanham Act public-housing projects, $107,510,000, representing 
13.4 percent of the total $802,720,000 expenditures for all building-construction 
wages, were paid to Negro workers Negro skilled craftsmen earned $28,298,000, 
representing 5 percent of the total skilled pay roll of $561,.970,000, and Negro 
semiskilled and unskilled workers received $79,212,000, representing 33 percent 
of the total payroll of $240,750,000 paid to all semiskilled and unskilled building 
construction workers. These figures include data for projects completed or under 
construction in several States having fair-employment-practice laws, such as 
New Jersey, New York, and Rhode Island 

OTHER PERSONNEI 


There are about 5,000 Negroes employed in the administration, management’ 
and maintenance of public-housing programs. Negroes contribute about on 
fifth of the personnel engaged by local housing authorities, one-fourth of thos« 
engaged for directly operated Federal projects, ar ne-sixth of the total e1 
ployees in the central and field offices of tl Public Housing Administrat 
itself. 

Approximately 250 Negroes hold resp 
capacities with the Feder 
ment aids in charge of projects Among t 
management, 4 executive directors of local he 
tenant selection and relocation s ipervisors, 


racial relations specialists, and the impressive corps 


al or local agencies’ 


aids in charge of more than 250 projects or sectio1 


BUILDIN¢ 


Negroes are also amo! 


architects who have desig 


LOCAI \ RI POLICY 


In addition, there are ¢ t 75 Negroes servil 
housing authorities— including 17 in Southern loc 
are authority chairme! ‘hairmen, and treasurers 
employed by local authorities in the capacity of 


COMMUNITY FACILITIES 


But housing is not all that has been provided throug! 
grams. (Community buildings, child-care centers and 
outdoor recreation, and even schools in some of the war-hor hg project 
the byproducts of public housing from which Negroes have received 
benefits. Not only have the projects themselves provided these fa 
many cases, the development of public housing 
making such facilities available. In many inst 
about the availability of direct community fac 


time and not infrequently these have been the 


NOT SHELTER ALON! 


These are the tangibles. But the benefits of publ 
up solely in terms of units, employment, and facilit 
tion of neighborhoods by public housing have pro 
to the financing and development of privately sp« 
ect sites, to sav nothing of the rehabilitatio 
businesses in and near the project area. 

Public housing has afforded Negroes on a wide 
the opportunity to demonstrate their ability to mai 
keeping standards and to meet their financial ob! 
This experience has provided invaluable evidence 
discouraged interest of builders and financiers i 
neighborhoods to occupancy by Negroes 

In addition, the public-housing program 
facts that Americans of all races, colors, a 
neighbors in the wholesome atmosphere of indi 
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MORE THAN JOBS 


Moreover, employment in a housing has meant far more than the immedi- 
ate income for a given job. t has provided, in many instances for the first tim: 
both in Federal and local operations, an opportunity to acquire the training, ski] 
and experience that has led to greater recognition and increased qualifications for 
higher responsibilities. 

It is significant not only that hundreds of Negroes are now employed in housing, 
but also that so many of them have been able to move into other fields of responsi 
bility as a result of the chance to demonstrate their ability in the field of housing. 


MARCH FROM THE SLUMS 


But the greatest benefit of all has been the steady march of Negro men, wome: 
and children from out of the slums through the portals of public housing. It 
estimated that the cumulative number of current occupants and former publi: 
housing tenants among Negroes would easily amount to over 2 million peopk 
Many of these have been ‘‘graduated”’ from public housing into their own privat: 
homes. But how many—will never be known—have through public housing 
found the path to the American way of life. 


EFFECTS OF BUDGET REDUCTION 


Mr. MircHe.y. We have pointed out that this type of cut in the 
housing program that has been advocated will, of course, do very 
serious damage. We have indicated some of the reasons why this 
hits the colored people particularly hard. On page 2 we have talked 
about the discrimination in job opportunities; it forces them into 
low income groups. 


QUOTATION FROM HOUSE AND HOME 


But in addition to that, I would just like to read one paragraph 
from this magazine, which is called House and Home for April 1953. 
It is a publication apparently dedicated to those who are profes- 
sionally interested in housing, and the first paragraph of that publica- 
tion states: 


To many a thoughtful builder, one of the shameful facts of the postwar housing 
boom has been private industry’s comparative lack of building for nonwhite 
citizens. Nobody disputes that their need is greater, but the building of minority 
housing involves extra problems, ranging from tedious to awesome. In the years 
when the white market clamored to buy almost anything with four walls and a 
roof, only a handful of home builders produced for nonwhites. 


Now that, in effect, means, Mr. Chairman, even if the colored people 
could afford to live in some of the new housing that is being built, they 
just were not getting into it. 

We have the more important pressure always in that there are 
about 53 communities of this country where slum-clearance redevelop- 
ment projects are under way under title 1 of the Housing Act, the 
theory being that the families displaced would go into public housing 
or something like it, if they are in the right income level. We have 
found that about 60 percent of those families who are being displaced 
by that redevelopment program are colored, which means that as the 
situation exists now you are going to have thousands of colored 
families out of homes without any place to live if the housing program 
is curtailed as the Congress suggests. 
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RACIAL RELATION SERVICE OF HOUSING AND TIIOME FINANCE AGENCY 


Finally, Mr. Chairman, I would like to direct your attention to 
the situation which affects the racial relation service of the Housing 
and Home Finance Agency. 

Mr. Cole has been most understanding in his presentation of this 
matter. He has said before the hearing committee that he has a 
race-relation service on his staff, but he is studying what it is supposed 
to do, and he recommends that the money which would run that 
staff be continued. 

I think I should say, in all fairness to you, Mr. Chairman, because 
I know that you approach these matters objectively, that we have 
had a change of administration here. And this is the first time that 
the Congress has recommended that this particular service which deals 
with matters affecting colored people in the housing field be slashed 
the way that they have recommended. What they have done is 
virtually cut it in half, and it was already a very small group. They 
seem to have adopted a philosophy of ‘those who have not, what 
they have shall be taken away.’”’ What results is that they could not 
be effective in carrying out their program. 

I would like to offer for the record a statement which sets forth 
some of the things that these people have contributed in the housing 
field. 

Senator SaLronsTaLL. Without objection, that will be included in 
the record. 

(The statement referred to follows:) 


THE Route or THE RactaAt RELATIONS SERVICE IN THE ADMINISTRATION OF 
HovusinGc PROGRAMS OF THE FEDERAL GOVERNMENT 


THE PROBLEM 


In acquiring decent housing, Negro and other racial minorities experience 
difficulties beyond those which confront others. The census of 1950, while indi- 
cating significant improvement in the housing conditions of nonwhites since 1940, 
reveals that 27 percent of nonfarm homes of nonwhites were dilapidated as com- 
pared to 5.4 percent for whites. Not only was the proportion of overcrowded 
dwellings occupied by nonwhites four times as high as that for whites, but the 
extent of overcrowding among nonwhites had actually increased in 1950 over 1940, 
At the same time, the annual incomes among nonwhites more than trebled, ac- 
cording to census data, and their economic and cultural status improved substan- 
tially. Census data also show that nonwhites receive less housing value per dollar 
spent than do whites. These are the inevitable results of the practices of most 
realtors, lending institutions, and builders which have tended generally to exclude 
nonwhites from the better housing and the newly developed neighborhoods, and 
thus constrict them generally into the poorer housing and largely within the more 
crowded, blighted, and slum areas. Efforts to move out of these racial ghettos 
into better housing and good neighborhoods, commensurate with their improved 
economic and cultural status, have generally been thwarted by traditional beliefs 
or unreasoning prejudice. 

THE SERVICE 


To meet and overcome these special problems and assure fair distribution of 
benefits to all racial groups, the housing agencies of the Federal Government have 
utilized the skills of specialized personnel, trained and experienced in the applica- 
tion of sound planning and economics to overcome the special problems facing 
racial minorities in acquiring adequate housing and home finance. In the central 
offices, some of this personnel serves as integral parts of the top administrative 
office and assists in the formulation and development of agencywide policy; in the 
field offices, other elements of this specialized personnel assist the directors and 
their staffs to carry out Agency policies. This personnel in the Washington and 
field offices of the several agencies has come to be considered together as the 
Racial Relations Service. 
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HOW THE SERVICE FUNCTIONS 


This type of operation originated in the public housing program as administer 
by the Public Works Administration and the United States Housing Authorit 
Headed by an assistant to the administrator of the agency, the racial relatio: 
staff in the Washington Office assists in the formulation and execution of the basi: 
policies, procedures and operations of the agency to assure equitable participatic 
of minority groups in all aspects of the programs and operations. To this e1 
this specialized staff in Washington participates in top-level administrative me 
ings where policies are formulated, reviews policy and procedural documents pr 
to release to the field, defines objectively the special problems faced by minoriti« 
develops practical techniques to overcome these problems, reviews and evaluat: 
the day-to-day agency operations, develops policy and procedural revisions 
improve operations, implements the Federal nondiscrimination employment poli: 
assembles and disseminates experience in the housing of minorities, interpret 
agency programs and policies to minorities and reflects the minority viewpoint 
and considerations to agency personnel. 

In the field offices, racial relations personnel assist in the execution of 
Agency programs, policies and procedures They supplement and evaluat 
analyses of local housing markets and pertinent economic and social data; re 
and pass upon the selection of sites; evaluate employment in the planning, co 
struction and management of federally-aided projects; appraise and assis 
carrying out plans for the relocation of families displaced by slum clearar 
assist local officials, builders and community leadership in the production 
distribution of housing; effect revisions in ageney policies and procedures; ant 
pate and preclude the rise of racial problems and overcome them when they 
arise. 

ACHIEVEMENT IN PUBLIC HOUSING 


The prime objective of the Racial Relations Service is to see to it that Negro: 
and other nonwhites share in the Agency program in occordance with 
needs. As of December 1951, for example, Negro families occupied 70,313 
the 186,886 permanent public housing dwellings, over 37 percent of the t 
program Some 100,000 additional permanent dwellings, now under constr 
or planned, will go to Negro families. Further, Negro building trades worker 
have been paid over $78,000,000 in the construction of these projects 
degree of employment in construction labor—skilled, as well as unskilled 
is largely due to the implementation by the racial relations personnel of specif 
non-discrimination employment policies adopted by the Agency many year 
prior to the rise of the FEPC approach. 

Acting as the Agency liaison with the Fair Employment Board of the ( 
Service Commission and the President’s Contract Compliance Committee, 
Racial Relations Service is able to advance employment gains in the vario 
operating units. There are some 5,000 Negroes employed now in the adminis 
tration, management, and maintenance of public housing programs all over t 
Nation. Among these are management, tenant selection and relocation super 
visors, statisticians, economists, accountants, analysts, architects, law 
engineers and an extensive corps of managers and management aides in char; 
of more than 250 projects or parts of projects all over the country. G 
Myrdal of the University of Stockholm has this to say on page 350 of his 
American Dilemma: 

“Indeed, the United States Housing Authority [now the Public Hous 
Administration] has given him [the Negro] a better deal than has any other 
major Federal public welfare agency * * * The main explanation, however, is 
just the fact that the USHA has had the definite policy of giving the Negro his 
share. It has a special division for nonwhite races, headed by a Negro who ¢ar 
serve as a spokesman for his people.” 


SERVICE TO OTHER FEDERAL HOUSING AGENCIES 


From its inception in the late 1930's, the Racial Relations Service has developed 
an extensive body of policy, procedure, principles and techniques which constitute 
integral components of overall Agency operations. Based upon this cumulated 
and successful experience, this Service and its personnel have gradually been 
augmented and extended into the Washington and field offices of the Federa! 
Housing Administration, the Division ef Slum Clearance and Urban Redevelop 
ment, and the coordinating office of the Housing and Home Finance Adminis- 
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trator. In these agencies, the emphasis is upon mobilizing private financin; 
planning and building resources to meet the private housing needs of the « 
panding middle-income market among Negroes and other racial minorities and 
increasing the employment of other qualified nonwhites throughout the operating 
staffs of the agencies. Stimulated by the Federal agencies, assisted by racial 
relations services, private capital has stepped up its investment in production 
of homes available to Negroes. In the past 4 to 5 years, more new private housing 
has been built for sale and rent to Negroes than in an entire generation before 
Recognizing the growing needs in this field and the attainments of these advisers 
the Federal Housing Administration is now recruiting five additional zone racial 
relations advisers. 

In the new slum clearance and urban redevelopment program, racial relations 
personnel are in position to affect the planning of redevelopment projects and 
enforce the statutory requirements regarding the rehousing displaced families 
In the Office of the Administrator, this personnel serv to coordinate the i 
relations operations throughout the constituent t 
Agency resources are focused 
minorities. The role of the racis 
is to adapt and apply, in the Washington and fiel ffi f these ager 
principles and techniques developed over a period of 15 years of trial, error 
refinement. Several of the current staff have be in racial relations opera 
10 to 15 years and most of them have qualified for and attained permanent 
service status. Broad training, sound racial attitudes an pecific experien 
intergroup negotiations and adjustments have bi t teria for 
without regard to the race, religion, national 
the individuals. ‘The National Association ol 
credits the operations of racial relations person 


career service of tested accomplishment and meri 


COOPERATION WITH INDUSTRY °AN ‘ NSIT 


One of the chief functions of 
Service is to interpret to nat 
tialities of the governmental housing | 


and viewpoints of these organizations to the Federal 
result, there has been an increasing understan of the 


attack upon the housing needs of racial minorities as an 


housing needs of the local community and of the proper rol 


agencies in supplementing local and private resources as part of tl 
organizations as the National Association for the Advancement of 

the National Urban League, National Council of Negro Women, 

ciation of Colored Women, Inc., Fraternal Council of Negro Churches i 
American Friends Service Committee, American 

National Association of Intergroup Relations Officials 

Avainst Discrimination in Housing, National Association 

National Negro Business League, American Federation 

Industrial Organizations, Elks and Masons Lodges, Nat 

Association, National Bankers Association, National | 

ican Savings and Loan League, through consultation and 

racial relations personnel, have taken on increasing 

phase of the national housing program. In many instances, these organizatio 
have undertaken specific financing and productio rograms calling for clo 
coordinated activity by their local affiliates and the racial relations perso 
the governmental housing agencies. 


IMPLICATION FOR THI SDMINISTRATION ¢ OTHER FEDERAL PRO‘C 


The cumulative experience of the Racial Relations Service in 
agencies reveals the following principles as essential to the oper: 
designed to assist a Federal agency to assure equitable participatior 
groups in the benefits and operations of the Agency’s programs 

1. The unequivocal enunciation or positive policy by the ! 
charging the entire Agency personnel with the responsil 
racial groups equitable participation in all aspects of the 

2. Recruitment and training of competent specialized 
conduct an objective and professional service t 
discharge the Agency responsibility for nondiscrimins 
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3. The central office component of this Service must operate as an integral part 
of the top administrative office of the Agency, with the head of the Service rated 
as an Assistant to the Administrator. 

4. 'The head of the central office Service must take part in the top staff discus- 
sions in which policy is formulated, review all policy and procedural documents 
prior to release, have access to field reports to evaluate all Agency operations, and 
provide professional guidance to field racial relations personnel. 

5. The field racial relations adviser operates as a member of the staff of the field 
director to whom he is administratively responsible but, in adaition, receives 
functional guidance from the head of the Racial Relations Service in Washington 

6. Field racial relations operators must be in position to appraise key agency 
operations by the standards of sound racial relations; these appraisals must be 
subject to review by the Racial Relations Office in Washington as well as by th 
field director. 

7. This personne! must seek and have consistent opportunity to work close] 
with national and local industry anc consumer organizations to the end that loca 
community leadership accepts its full measure of responsibility for the type of 
program to be administered in each community. 

8. The Racial Relations Service facilitates increased employment of competent 
nonwhites in the full range of types and levels of job opportunities offered in the 
various branches and offices of the Agency. It provides a bridge between the jo} 
openings in the Agency and the sources of supply of competent nonwhites ar 
serves as Agency liaison with the Fair Employment Board of the Civil Service 
Commission and President’s Contract Compliance Committee. 

Services operating under these principles have proved applicable to and pro- 
ductive in other governmental agencies administering public funds and programs 
Comparable positive results are attainable in a wide range of other agencies whict 
have either never utilized such services or employed them witbout full application 
of the eight principles outlined. 


RESTORATION REQUEST 


Mr. MircnHetu. I want to thank you for hearing me, Mr. Chairman, 
and I sincerely hope that this committee will restore the 35,000 units 
and, in addition, will restore the amount which I think runs to about 
$17,000 for the very important operation of the race relation service. 

Senator SALTONSTALL. Thank you. 

Senator ELLENpDER. May I ask a question? 

Senator SALTONSTALL. Yes, Senator Ellender. 


PERCENTAGE OF COLORED OCCUPANTS 


Senator ELLENpER. How does the number of units occupied by the 
colored people compare percentagewise with the percentage of colored 
population to the whole population? Would you know? 

Mr. MircHety. My judgment, Senator Ellender, would be that it 
is considerably higher because of the income status. I would think 
that the percentage of colored occupants would run maybe 6 or 8 times, 
well, probably 6 times, the total population ratio. 

Senator ELLENDER. Have you the actual figures, Mr. Cole? 

Mr. Firzparrick. Yes. 

Senator ELLtenpeEr. If you could place that in the record, I would 
appreciate it. 

Mr. Cote. We will do so. 

(The information referred to appears on p. 490.) 


RECOMMENDED BUDGET INCREASE 


Senator SatronsTaLL. The Chair understands from Mr. Cole that 
the appropriation you are requesting was put in at $35,000 reduced to 
$17,500, and you would like that $17,500 put back? 
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Mr. Mircueu. That is right. 

Senator SaALToNsTALL. Do you recommend that, Mr. Cole? 

Mr. Cote. Yes, I do. 

Again, as I say, I have been studying this problum. Iam sure there 
are some savings we can make in this Agency. I have felt we should 
retain the Agency at the level at which we found it, and then make a 
careful examination to determine what we can do to operate it, if pos- 
sible, more efficiently. And that I plan to do. 

I do want to say for the record, however, that I am of the opinion 
and feel that the racial relation service is important and necessary. 

Senator SALTonsTaLL. Thank you. 


STUDY OF FUTURE HOUSING PROGRAM 


Senator ELLenpER. Mr. Cole, you propose, I presume, to also study 
the necessity for probably increasing the public-housing program in 
the future? 

Mr. Coxe. Absolutely. I have not eliminated, Senator, public 
housing in any sense. I have never said, frankly, I have never said 
I am against public housing as such. 

Senator ELLENDER. You have been accused of doing it. 

Mr. Cote. I know. I have opposed certain parts of public housing 
and still have objections to certain parts, but I believe yet there is a 
possibility, a definite possibility, of providing low-rental units, low- 
rental houses, for the people of America, and I am definitely interested 
in accomplishing that objective. 


GOVERNMENT OBLIGATION 


Senator ELLenpeEr. I have always felt that our Government should 
certainly provide housing for those who need it the most. 

Mr. Cote. Right. 

Senator ELLENpDER. They assist in a measure those who are able 
to borrow and whose salary is sufficient to amortize the payment of a 
house within a certain period of time, and certainly as to the low- 
income group, they should be assisted to the extent of their ability to 
pay. That was really the basis of the bill I fostered, with others. 

Mr. Cote. I never disagreed on that principle. 

Senator ELLenpeER. It is my hope we will be able to raise the ante, 
as it were, and instead of providing for the 35,000, we might increase 
it nearer the maximum that is provided under the law, which is 
135,000 units per year, as I recall it. 

Mr. Mircue.yi. Mr. Chairman, I have the answer to Senator 
Ellender’s question about the proportion of public housing. It is in 
my prepared statement. One-third of the entire program is at present 
occupied by colored people and, of course, as you know, we are only 
10 percent of the total population. 

Senator SALTONSTALL. So it is three times? 

Mr. Mircuett. That is right. I would appreciate it if the record 
would be corrected on that. 

Senator SALTONSTALL. We will see that is done. 

Thank you, Mr. Mitchell. 

Mr. MircHetu. Thank you. 
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LEWIS AND CLARK COLLEGE 
STATEMENT OF MORGAN ODELL, PRESIDENT 


SUPPORT OF COLLEGE LOAN PROGRAM 


Senator SaALtTonsTaLL. Mr. Morgan Odell is the last witness. Do 
you have a prepared statement, sir? 

Mr. Opeui. No, I do not. 

My name is Morgan Odell, president of Lewis and Clark Collegé 
in Portland, Oreg., a privately supported liberal-arts college of about 
1,000 students. 

I am here on a mission to secure the help of the college loan pro 
gram with the Agency and thus would support, certainly, the state- 
ment that Mr. Pendleton made, calling the Senator’s attention to 
two further points. 

Currently, small colleges have the help of the Lanham Act som« 
years ago for the quick immediate need for veteran housing. Thos 
buildings were panelized and removed from Army bases and othe 
situations back in 1946 and 1947. A great deal of that housing 
disintegrating and must be replaced by good housing for students 
That is the problem we face. 


COSTS PER OCCUPANT 


We cannot build for less than $3.500 to $4,500 per occupant, and 
when money costs us 4 percent or more, it becomes impossible to do 
it on a self-sustaining basis. 


Small colleges, privately supported, these days have to do thre 
things: They must develop their facilities, they must develop endow 
ments, if they can, and in lieu of that raise money for current budgets 
Therefore, we have had to turn to the Federal housing program o1 
the loan program for the development of our student dormitories 


INCREASE IN COLLEGE ATTENDANCE 


We have this other problem to face—that there is a rising market 
for college life with a constant increasing ratio of young people 
attending college, that that wave of new enrollment will hit us tre- 
mendously in the next few years. We therefore beg that the limita- 
tion of the $21 million which was placed against next year’s plan be 
eliminated, and that the colleges now awakening to the need and the 
possibilities may have the right of presenting their program to the 
Housing Agency. 

Senator ELLENpDER. Mr. Chairman? 

Senator SALTONSTALL. Senator Ellender. 

Senator ELLENDER. To what extent are the colleges able to collect 
a sufficient sum from the students in order to make it self-sustaining? 
In other words, do the colleges themselves in any manner subsidize 
the students? 

Mr. Opexti. Yes. Currently, under our particular program, it will 
cost about $4,000 per student to build a dormitory for 124 men, on 
which we have an application. 

Senator ELLENDER. Those are permanent buildings, of course? 
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Mr. Opetu. Those are permanent buildings, reinforced concrete 
three-story buildings, correctly built. 


RENTALS 


We do not charge more than $2(0 a year for rent. That is $100 a 
semester. That will not carry the program in itself. Therefore we 
plan to subsidize that by a student building fund fee generally levied 
across the whole student body. 

Senator ELLEenpeER. In the facility that costs $4,000 

Mr. Opetu. $4,000 per occupant to build, for 124 men. 

Senator ELLENDER. I see. It may be that in a room which would 
cost $12,000 you would have three people? 

Mr. Ope.u. Two or three men. 

Senator ELLENDER. But the actual cost per student is $4,000? 

Mr. Opetu. It runs about $4,000 per occupant. 

Senator ELLENDER. Where is that located? 

Mr. Ope... This is in Portland, Oreg. It is almost impossible to 
build for anything less than $3,500. 

Senator SaALTonsTALL. Mr. Odell, do you have anything further 
to add? 

Mr. OpELL. Does the Senator have further questions? 

Senator ELLenper. No. 

Senator SALronsTALL. Thank you very much. 

Mr. Opeui. Thank you 

Senator SALTONSTALL. That closes the hearings on the First Divi- 
sion of the independent offices bill. We will hold the record open for 
statements from Senators, which I understand are coming, until 
Tuesday afternoon at 5 o'clock. 

Without objection, the hearings will be closed, the record will be 
completed at 5 o’clock on Tuesday next. 

Letters and statements filed for insertion in the record from Senators 
and Congressmen and various national organizations are included in 
the hearings. 

In addition, typical letters and telegrams received by Chairman 
Bridges and myself will also be included in the hearings. Since it is 
impracticable to include all such communications received, a selection 
has been made which attempts to indicate general interest throughout 
the Nation and represents a cross section of the views on housing of 
associations and individuals. 

(The statements, letters, and telegrams referred to follow:) 


ADDITIONAL STATEMENTS 


Unrrep States SENATE, 
Minority Po.ticy COMMITTEE 
April 24, 1 
Hon. LEVERETT SALTONSTALL, 
Chairman, Senate A pproprvations Subcommittee on Inde pe ndent O flices, 
United States Senate, Washington 25. D. C. 

Dear SENATOR SALTONSTALL: The House of Representatives earlier this week, 
on the recommendation of the House Committee on Appropriations, act i to 
cut out of the independent offices appropriation bill for the 1954 fiscal year all 
appropriations for an additional 35.000 low-cost public housing units. The 
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Bureau of the Budget on behalf of President Eisenhower and had been requested 
by Mr. Albert Cole, the newly appointed Housing and Home Finance Adminis- 
trator who is charged with overall supervision and coordination of the publi: 
housing and the slum clearance and urban redevelopment programs as well as 
the programs of the other constituent units of the Housing and Home Finance 
Agency, including the Federal Housing Administration. The recommendatio: 
of the House Committee on Appropriations was a shock to all of us who believe 
in the necessity for even a minimum program for the construction of low-cost 
public housing units. 

I am informed that in my State of Missouri this will probably mean that 
St. Louis the local housing authority will be prevented from building about 5,000 
new units which had been planned for the city; and in Kansas City, apparent 
over 1,300 planned uuits would be eliminated. It appears further, on a basis of 
the debate in the House of Representatives on April 21 and 22, that there is som 
doubt as to the status of certain other housing units whiecb are in varioys stagé 
of planning and construction by the St. Louis housing authority and by 
housing authority in Kansas City so that the actual number may be much larg 
than that I have indicated. Furthermore, unless the confusion raised by tl! 
debate in the House of Representatives is clarified, it appears that the Federa 
Government and local housing authorities throughout the country might star 
to lose a great deal of money which has already been spent for the purchas« 
land and the planning of housing projects. 

In 1949, as the members of your committee know, the Congress laid dow: 
in the Housing Act of 1949 a basie housing policy. One of the goals set fort] 
in that legislation was the annual construction throughout the United States of 
135,000 low-cost public housing units per year. Beginning with the Korea 
treachery, the low-cost public housing program and the slum-clearance ar 
urban redevelopment program have had to be largely deferred. It is clear 
any thoughtful person, however, that these programs at least on a minimur 
basis should go forward as part of the national defense effort With the hous 
shortage what it is in the larger urban centers throughout the country, such a 
Kansas City and St. Louis, the Congress should provide appropriations for 
national program of 35,000 units as an absolute minimum. 

No one in the House of Representatives spoke against the slum-clearan: 
and urban redevelopment program during the debate on the independent office 
appropriation bill. It should be noted, however, that without an adequat« 
low-rent public housing program, no city can realistically undertake a slum 
clearance and urban redevelopment program because some of the families livins 
in the slum areas to be redeveloped must be relocated in low-rent housing pro 
jects. Such families do not have sufficient incomes to obtain decent hou 
accommodations in competitive open market. Therefore, without a low-rent 
publie housing program it is folly to attempt to carry out a slum clearance a1 
redevelopment program. 

In connection with the slum-clearance and urban redevelopment program, | 
think the subcommittee should give particular attention to the amendmen 
offered in the House of Representatives which probably would prevent the loca 
slum-clearance and redevelopment agencies in the cities throughout the country 
from using the expenditures for parks, playgrounds, public buildings, or similar 
facilities as matching costs in order to obtain Federal funds needed to carry out 
their program. The Members of the House of Representatives apparently 
thought that under the present legislation, a redevelopment agency could us¢ 
such expenditures twice in matching Federal funds. This is not correct and 
therefore the effect of the House amendment will probably mean that the funds 
cannot be used at all. Since this is the largest source of local expenditures which 
can be used in matching Federal funds for slum-clearance and urban redevelop- 
ment programs, this amendment will in effect cripple these programs in all the 
large cities throughout the country. 

I therefore respectfully urge that, your subcommittee restore the funds necessary 
for a minimum program of 35,000 units, and that you eliminate the amendment 
referred to above which would effectively cripple the slum clearance and re- 
development program. 

Sincerely yours, 


appropriation to cover the cost of these new units have been requested by tl 


Tuomas C. HENNINGS, Jr. 
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STATEMENT OF SENATOR STUART SyMINGTON (DEMocRAT, Missovur!), BEFrorE 
THE SENATE COMMITTEE ON APPROPRIATIONS ON H. R. 4663, Aprit 25, 1953 


Our housing problem is not new. It has been with us a long time. 

This problem results primarily from our failure over the years to produce 
enough housing at prices which a large proportion of American people can afford 
to pay. Far too many of our families are obliged to live in slums or other un- 
sanitary overcrowded housing. 

This is out of keeping with our concept cof America and with our immeasurable 
achievements in science and industry. 

Despite recent progress in public housing, we have only begun the job of clearing 
out slums and blighted areas in cities and towns throughout the entire Natior 

H. R. 4663, as passed by the House of Representatives, would have a most 
serious effect throughout the Nation. Low-cost housing and slum-clearance 
projects in Missouri’s two principal cities would be stopped just as they are well 
started. 

Kansas City has been working on four projects under the provisions of title I 
of the Housing Act of 1949. 

Two of these projects are for middle-income dwellings. The other two are 
redevelopment projects essential to maintaining downtown real-estate values 

If the House bill is allowed to stand, the housing and redevelopment programs 
in Kansas City would have to be suspended at a substantial financial loss to the 
city. Since the 1950 census reveals there are in Kansas City alone 38,222 si 
standard dwelling units, the loss of these projects will work an untold bards 
on the low-income families and their children. 

St. Louis has over 4% miles of obsolete, substandard, and insanitary areas 
Within this obsolete, substandard area of St. Louis there are approximately 67,000 
dwelling units—72 percent of these have no bath, and 36 percent have no running 
water. 

There are no open areas in St. Louis. Therefore, since the slums are occupied 
by low-income families, the city cannot successfully undertake any program of 
slum clearance and redevelopment without the continuance of the low-income 
housing program. 

I strongly urge the revision of H. R. 4663, so that the low-income-housing and 
slum-clearance programs can be carried on, not only in Missouri, but throughout 
the Nation. 

Appended hereto are excerpts from statements on this subject by Mayor 
Raymond R. Tucker, of St. Louis, Mo., and Phillip E. Geissal, chief 
engineer, Kansas City, Mo. 


STATEMENT BY Puitip E. Greissat, CureF PLANNING ENGINEER, City PLAN 
Commission, Kansas City, Mo., oN APPROPRIATIONS Biuii, H. R. 4663 


We understand that the effect of this bill on the title I urban redevelopment 
program would be to amend the definition of “gross project costs’ to exclude 
supporting public facilities; that is, schools, parks, playgrounds, streets, or similar 
public improvements. If this amendment were made, the city would be ineligible 
for supporting facilities credit of at least $135,500 and possibly as much as $637,000 
of the first three projects planned. 

The citizens of Kansas City voted $1,500,000 in bonds on August 5, 1952, as 
local participation in the cost of these projects. This was based upon the financing 
under the terms of the existing act. 

Within the limits of the support of this program provided by the $1,500,000 
redevelopment bond issue authorization, two of the projects could be completed, in 
addition to a large portion of the third project. As tentatively programed, the 
No. 1 project would be the Northside Redevelopment Corp. parking project, which 
is a terminal parking project adjoining the freeway at the north side of the central 
business district. The No. 2 project is a light industrial project, known as the 
South Humboldt project, located south and east of the city hall and also adjacent 
to the central business district core. These two projects are essential to main- 
taining downtown real-estate values. The other project, called the Attucks 
project, is a middle-income Negro housing project, and, with the continuance of 
the redevelopment program, it is intended that a fourth project would provide for 
middle-income white housing. 

Since the original bond proposal to the citizens of Kansas City was predicated 
upon Federal participation as provided in the existing law, the effect of this 
change of the law will, therefore, necessitate a delay of all pending projects until 
such time as additional local funds can be made available. 
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STATEMENT BY RAYMOND R. Tucker, Mayor, St. Lovrs, Mo., on Appropri 
TIons Brut, H. R. 466% 


St Louis urgently needs public housing and urban redevelopment as provided 
in the Housing Act of 1949 in order to check the spread of slums which threat: 
our city with decay, and at the same time to provide room for industrial expansior 
within our city limits. We, therefore, urge that every possible effort be made to 
restore the cuts in title 1 and title 3 imposed recently by the House of Repre- 
sentatives. 

St. Louis is a relatively old city, and has thus been more subject to the spread 
of blight than many of our newer metropolitan areas. In fact, the 1950 censu 
shows approximately 93,000 substandard dwellings in the city. However, th 
entire public housing program in St. Louis envisions only 9,219 units, less tha 
10 percent of this total. Thus it is evident that our contemplated use of publi 
housing covers only the barest essentials, the main job being left to privat: 
capital. If these cuts are not restored, we will lose 4,832 units. 

In regard to the urban redevelopment phase of the program covered by titl 
I of the Housing Act, the businessmen of St. Louis have already subscribed $5 
million to buy land. Yesterday our city plan commission conducted a sympos 
um on the subject, which was enthusiastically received by 400 of our leadi: 
businessmen. I am confident that if these necessary tools are retained, they wi 
be put to the best possible advantage, as envisioned by the Housing Act. Without 
title I, as it presently exists, I can see no way that private capital can be induced 
to redevelop these slum areas, for the cost of acquiring and clearing such land i 
prohibitive. It will also be virtually impossible to carry on our urban redevel- 
opment program without the public housing presently contemplated, for we ar 
depending on the latter to house occupants of areas earmarked for such red 
velopment. 

Both the St. Louis Housing Authority and the Land Clearance for Redevelop 
ment Authority are writing additional details. 


House oF REPRESENTATIVES, 
Washington, os Apr l 23, 1953 
Hon. LEvERETT SALTONSTALL, 
Chairman, Independent Offices Subcommittee, 
Senate Appropriations Committee, 
Senate Office Building, Washington, D. C. 

Dear SENATOR SALTONSTALL: I am writing to express grave concern over th 
lack of low-cost public-housing funds in the independent offices appropriations |} 
which passed the House vesterday. 

In my own congressional district of New Jersey, which covers Mercer ar 
Burlington Counties, this cut affects 339 units in an area that is becomir 
increasinglv industrialized. A great number of my constituents, as well as man 
key people throughout the State, have communicated to me their alarm over this 
situation. 

I strongly urge that you and the members of you subcommittee remedy th« 
shortsighted action of the House by restoring provision for at least 35,000 publi 
housing units in vour version of the independent offices bill. 

Sincerely yours, 
CHarLeEs Hower tt. 


WasHineton, D. C., April 21, 1953. 
Hon. Levererr SALTONSTALL, 
Senate Office Building: 

Subcommittee of Senate Appropriations Committee is about to consider first 
independent appropriations bill (H. R. 4633). As recommended by House 
Appropriations Committee, bill completely stops low-rent public-housing program. 
and cripples slum clearance as well as cooperative and defense housing. Admin- 
istration has recommended 35,000 public-housing units for next fiscal year 
American Federation of Labor is convinced full 135,000 units authorized by 
Housing Act of 1949 should be permitted. Urge you to support removal of 
crippling restrictions on slum clearance, cooperative housing and defense housing 
programs and to insist on authorization of fully adequate low-rent housing pro- 
gram, in no event lower than the extremely low minimum of 35,000 units. 

GrorRGE MEANY, 
President, American Federation of Labor. 
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AMERICAN FEDERATION OF LABOR, 
Washington 1, D. C., Aj 3, 
Hon. Leveretr SALTONSTALL, 
Chairman, Subcommittee on Independent Offices Appropriations, 
Committee on Appropriations, United States Senate, 
Washington 25, D. C. 

DEAR SENATOR SALTONSTALL: I am enclosing a statement stating the views of 
the American Federation of Labor on the appropriation for the low-rent public- 
housing program provided for in the first independent offices appropriations bill 
of 1954 (H. R. 4633). 

I would appreciate it if you would include this statement in the record of the 
hearing on this bill. 

Respectfully yours, 
GEORGE MEANY, 
President, American Federation of Labor. 


STATEMENT BY GEORGE MBANY, PRESIDENT OF THE AMERICAN FEDERATION OF 
LABOR 


The first independent offices appropriations bill of 1954 (H. R. 4633), as passed 
by the House of Representatives, would completely stop the low-rent public- 
housing program. If this action is not reversed by the Senate the hopes of 


l¢é 
1 
| 


thousands of low-income families, who have seen in the low-rent public-housing 
program their only chance to obtain decent homes for themselves and their 
children, will be completely destroyed. 

If this legislation is enacted as it has passed the House, it will be a vote for 
slums, & vote against decent housing for American families. The pattern in it 
is unmistakable. It completely kills the public-housing program. This pro- 
gram, reduced to a trickle by previous appropriation bills, was authorized in the 
Housing Act of 1949 as a 810,000-unit program to be completed over a period of 
6 years. It was formulated by leading Members of Congress from both political 
parties and was enacted with bipartisan support 

H. R. 4633, as passed by the House, would make the slum-clearance progr: 
unworkable and cripple the cooperative-housing program administered by 
Federal Housing Administration. The Members of the House of Representatives 
who voted for this emasculation of the national-housing program are completely 
callous to the housing needs of the great majority of the American people. They 
favor a housing program which meets the needs of only the highest incom 
families. 

The spread of blight and slums in our cities, which our affiliates report to us 
from every section of the country, is our national shame. Itt is enirely un- 
necessary in our country which has in abundance both the material resources and 
the human skills to replace disease-ridden, crime-breeding hovels and tenements 
with good homes so that every boy and girl will have the opportunity to grow up 
in wholesome, healthful surroundings. But this calls for a housing program to 
meet the needs of all of the American people and not just the families in the 
higher income brackets. In a word, it calls for the housing program which was 
authorized by the 81st Congress in the Housing Act of 1949. 

The Administration recommended a program of 35,000 public-housing units in 
the next fiscal year. The American Federation of Labor is convinced that the 
full 135,000 units authorized by the Housing Act of 1949 should be permitted to 
be constructed as scheduled. Certainly there can be no housing program worthy 
of the name unless a minimum of 35,000 units, as reeommended by the Adminis- 
tration, are permitted. 

On behalf of the American Federation of Labor, I therefore urge the members 
of this subcommittee to recommend the enactment of legislation authorizing a 
fully adequate low-rent housing program and, in no event, less than the extremely 
low minimum of 35,000 units for the next fiscal year. 





504 FIRST INDEPENDENT OFFICES APPROPRIATIONS, 1954 


BUILDING AND ConstRUCTION TRADES DEPARTMENT, 
AMERICAN FEDERATION OF LABOR, 
Washington 1, D. C., April 28, 1953. 
Senator Leveretr SALTONSTALL, 
Senate Office Building, Washington 25, D. C. 


DEAR Senator: On behalf of the 19 affiliated international unions, their 13,000 
local unions and the 3 million union building and construction tradesmen ji: 
America, I urgently beseech you as chairman of the Senate Subcommittee on 
Independent Offices Appropriations to do all within your power to restore to 
House bill H. R. 4633 at least a minimum of 35,000 public low-rent housing units 
during fiscal 1954. 

We in the building and construction trades unions wholeheartedly coneur in 
the clear-cut expression of public housing policy as enunciated by President 
George Meany for all A. F. of L. unions. 

I endorse and reiterate on behalf of the 3 million union building and construc- 
tion tradesmen in America the A. F. of L. position as presented to your subcom- 
mittee: 

“The first independent offices appropriations bill of 1954 (H. R. 4633), as 
passed by the House of Representatives, would completely stop the low-rent 
public housing program, If this action is not reversed by the Senate the hopes 
of thousands of low-income families, who have seen in the low-rent public housing 
program their only chance to obtain decent homes for themselves and their 
children, will be completely destroyed. 

“Tf this legislation is enacted as it has passed the House, it will be a vote for 
slums, a vote against decent housing for American families. The pattern in it 
is unmistakable. It completely kills the public housing program. This pro- 
gram, reduced to a trickle by previous appropriation bills, was authorized in the 
Housing Act of 1949 as a 810,000-unit progiam to be completed over a period 
of 6 years. It was formulated by leading Members of Congress from both 
political parties and was enacted with bipartisan support. 

“H. R. 4633, as passed by the House, would make the slum clearance program 
unworkable and eripple the cooperative housing program administered by the 
Federal Housing Administration. The Members of the House of Representatives 
who voted for this emasculation of the national housing program are completely 
callous to the housing needs of the great majority of the American people. They 
favor a housing program which meets the needs of only the highest income 
families. 

“The spread of blight and slums in our cities, which our affiliates report to us 
from every section of the country, is our national shame. It is entirely unneces- 
sary in our country which has in abundance both the material resources and the 
human skills to replace disease-ridden, crime-breeding hovels and tenements with 
good homes so that every boy and girl will have the opportunity to grow up in 
wholesome hea!thful surroundings. But this calls for a housing program to meet 
the needs of all of the American people and not just the families in the higher 
income brackets. Ina word, it calls for the housing program which was authorized 
by the 81st Congress in the Housing Act of 1949. 

“The Administration recommended a program of 35,000 public-housing units 

in the next fiscal year. The American Federation of Labor is convinced that the 
full 135,000 units authorized by the Housing Act of 1949 should be permitted 
to be constructed as scheduled. Certainly there can be no housing program 
worthy of the name unless a minimum of 35,000 units, as recommended by the 
Administration, are permitted. 
» “On behalf of the American Federation of Labor, I therefore urge the members 
of this subcommittee to recommend the enactment of legislation authorizing a 
fully adequate low-rent housing program and, in no event, less than the extremely 
low minimum of 35,000 units for the next fiscal year.”’ 

Your able assistance in seeing that the public low-rent housing program is 
continued will be greatly appreciated by all fair-minded Americans. 

Sincerely yours, 
Ricuarp J. Gray, 
President. 
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STATEMENT BY THE NaTronat CIO Hovsine Committers, James G. THIMMEs, 
CHAIRMAN, BEN Fiscuer, DirEcTOR 


The House action eliminating public low-cost housing, crippling the slum 
clearance program, and rendering ineffective the existing provisions of coopera- 
tive housing financing should be entirely rejected by the Senate. 

While present slum clearance and co-op housing provisions require fundamental 
improvement and expansion and while the 35,000 unit request made by the 
Administration should be closer to the 200,000 maximum provided by existing 
law, the very least the Senate can do for the public welfare is reject the House 
actions in these matters and immediately develop provisions to answer pressing 
human needs for housing. Even mere continuation of the existing programs in 
these fields with an inadequate 35,000 unit low-cost housing allocation for the 
coming year would fall short of meeting the Nation’s housing needs. The con- 
templated study of the overall housing situation surely will reveal this fact 

America is rightly a proud Nation. Our people are a proud people. Much 
has been accomplished in providing freedom and opportunity and prosperity for 
the Nation’s citizens. But the housing situation and the slum areas constitute 
a most crucial area of failure. The whole of America must unite and cooperate 
to eliminate slums and to assure decent, healthful housing for every American 
family. 

Our ability to produce well and efficiently leaves us with no excuse for con- 
tinued failure in the housing field. As we seek an overall solution, we cannot 
neglect the most urgent and pressing housing needs of human families—our own 
neighbors. 

We of CIO urge that you provide adequate funds to continue the present 
housing program. We urge you to make possible public low-cost housing and 
maintenance of present machinery for expanding the housing supply. 


STATEMENT OF CHARLES H. StAYMAN, JR., NATIONAL Executive Director, 
AMERICAN VETERANS COMMITTEE (AVC 


(Regarding H. R. 4663, Independent Offices Appropriation bill 


Mr. Chairman and members of the committee, my name is Charles H. Slayman, 
Jr. I am the national executive director of the American Veterans Committee 
Ine. (AVC). 

The American Veterans Committee is a nationwide American organization of 
war veterans who have served honorably in the Armed Forces of the United States 
during both world wars and the present Korean conflict 

AVC was formed during World War II by young men and women interested in 
associating and working together—as one of our mottos states—‘‘to achieve a 
more democratic and prosperous America and a more stable world.” 

AVC believes that we are moving along the road to this goal of ‘‘a more demo- 
cratic and prosperous America’ when our people have adequate housing. Con- 
sequently, AVC has been in the forefront of veterans organizations supporting the 
development of a sound home-building program for America so that everyone will 
be able to live under safe, sanitary, and decent conditions. Recognizing the 
needs of very low income groups, we have supported low-rent public housing 
financed with Federal funds. 

After interminable studies and investigations, the AVC-supported bill, spon- 
sored by Senators Taft, Ellender, and Wagner, was enacted into law as the 
National Housing Act of 1949. 

This basic law provides authorization for 135,000 new public-housing units 
each year, yet the present administration’s budgetary request was only for 35,000. 
Knowing, as we do, the housing needs of the country, we think at least this amount 
should be provided for next year; so we were shocked at the House committee bill 
destroying public housing; and we were stunned when the House itself passed 
this bill. 

Therefore, today we ask this subcommittee to restore appropriation cuts so that 
the administration’s recommendation may be adopted that the Federal program 
be permitted to proceed at an annual rate of 35,000 low-rent public housing units 
at all stages of development, including new contract authorization to make this 
possible. 

No objection by AVC is raised to an intelligent, honest study by a proposed 
President’s Commission on local-State-Federal relationships. Similarly, we have 
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no objection to such a study of the entire housing field by congressional com- 
mittees or executive department agencies. But we don’t see any justification for 
placing a terribly important part of the subject—public housing—in the dee; 
freeze while studies are going on. At least, we say, let’s proceed as schedueld i) 
the Administration’s original requests. 

In the American society, the needs of all segments of our population must b: 
considered so that we can build a stronger, healthier nation, able to continue to 
lead in the councils of the world. We can never afford to ignore the facts of life 
When economic conditions are such that American private enterprise cannot 
profitably provide or build adequate housing for all income brackets, then there is a 
legitimate role to be played by our Government in providing decent housing for 
lower income families. Public low-rent housing meets part of this need. It 
must not be abolished while studies are being made of the whole subject, or we will 
inevitably witness tragic increases in slums, broken homes, juvenile delinquency 
crime and degradation of human values and spiritual aspirations. 

AVC is by no means limited in its housing interests to public housing. W: 
intend to make other recommendations in the future to congressional committees 
and executive department officials, but today we are concerned about the Housing 
and Home Agency appropriation in the independent offices appropriation bil 
H. R. 4663. 

We think the budget cuts should be restored relating to the Racial Relations 
Service of the Office of the Administrator of HHFA. This Service, with a very 
small staff of highly competent men and women, represents constructive considera 
tion for minority participation in Federal housing programs. Crippling opera 
tions such as theirs, through budget cuts, we submit, is false, short-sighted 
economy. 

Slum clearance and urban redevelopment appropriations should continue to be 
adequate to provide Federal financing for community facilities or the basic pur 
poses of the substantive law are defeated. Parks, playgrounds, public buildings 
and similar facilities form definite, desirable parts of redevelopment in Americar 
communities. 

I hope that these cuts will be restored by your committee and adopted by thx 
full Senate. You are assured of the continued interest of the American Veterar 
Committee in the whole subject. 


NATIONAL ASSOCIATION OF HovsING OFFICIALS, 
Chicago 87, Til.. April D4, 195 
Hon LEVERETT SALTONSTALL, 
Chairman of the Subcommittee on Independent Offices, 
Senate Appropriations Committee, Washington, D. C 
Dear Sir: The National Association of Housing Officials wishes to present the 
attached statement covering its recommendations on the appropriation bill now 
before the Senate Appropriations Committee. 
It is respectfully requested that this association be permitted to file the state- 
ment for the committee’s consideration. 
The association urges that adequate steps be taken to implement throug! 
appropriate legislation the provisions of the Housing Act of 1949. 
Respectfully yours, 
{AMSEY FINDLATER, 
First Vice President. 


STATEMENT OF RAMSEY FINDLATER, First Vice PRESIDENT, NATIONAL ASSOCIA 
TION OF HovusING OFFICIALS 


The National Association of Housing Officials is a professional nonpartisan 
nonprofit organization, composed of local civic leaders and local public officials 
interested in public housing, slum clearance, and urban redevelopment programs 
The major purpose of the organization is the improvement of all phases of admin- 
istration of these programs toward the attainment of the ultimate objective of 
the provision of adequate housing for the entire people. 

The association is, therefore, very much interested in the effect of the inde- 
pendent offices appropriation bill for the fiscal*year 1954 recently passed by the 
House of Representatives and now before the Senate Appropriations Committee 
for consideration. The bill completely stops the provision of additional public 
housing units and amends title I of the Housing Act of 1949 in such a way that 
the slum clearance and urban redevelopment program will be drastically curtailed. 
The need for completely objective and effective approach toward solving the 
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slum problem that faces so many American cities is greater than ever and any 
action toward curtailing productive efforts to meet this problem is most ur ’ 
and thoroughly shortsighted. The worthy objectives of the national ho 
policy as expressed in the Housing Act of 1949 are defeated by the prov 
of the bill under consideration 

Many American cities are putting broad-scale slum clearance and blighted- 
area rehabilitation programs into effect by availing themselves of the Federal 
assistance provided under the Housing Act of 1949, and by the enforcement of 
local housing codes. The effect of both these programs is to displace 
from slum dwellings. A very substantial number of these families have income 
too low to permit them to afford standard, privately provided housing 


wise 


only housing available to them is either substandard housing, other s 
public housing Thus, the stopping of additional public housing constr 

in effect, putting a complete halt on a realistic program of slum clearance 
slum clearance and urban redevelopment program is particularly affected : 
will be seriously curtailed since under this program the families displaced fr 
the slum sites must be rehoused in decent, safe, and sanitary 


dwellings 
the bill gives support to the redevelopment program without full recognit 
all the elements involved toward attaining successful accomplishment. | 
the bill either curtails the code enforcement and private rehabilitation pr 
or works to create more slums by forcing families to double up and intensif\ 
market for the remaining slum properties. 

This association, therefore, urges the Senate Appropriatio! Committee to 
full consideration to the problems involved and strongly recommends the rest 
tion of an adequate program of public housing units to meet the needs of 
income families 

Further, the present bill amends title I of the Housir g Act of 1949. ar 
worded in such a way that it will not accomplish what was intended 
House of Representatives as expressed during the debate on the bill 
wording would have the effect of denying cities a credit, as local sl 
gram, for their expenditures in supplying schools, playgrounds, parks 
public facilities, as part of the redeveloped areas These supporting facilities 
important components of redevelopment projects which would not be feas 
without them. The reuse value of the redevelopment areas would be sul 
tially reduced if they were not part of the program The amendment 
would not exclude these items as nonecash local grants-in-aid but bv their exe 
in the possible computation of gross project costs, the effect is to det 
appropriate credit for them 

This association recommends, therefore, that title I of the Housing Act 
not be amended to deny cities full credit for local noneash grants-in-aid. 


DEPARTMENT OF NEw JERSEY, 
VETERANS OF ForREIGN WARS OF THE UNITED STATEs, 
Trenton, April 21, 195 
Hon. Sryues BRIDGES, 
United States Senate, 
Senate Office Building, Washington, D. C 

My Dear Senator: It has been brought to our attention that the House 
Appropriation Committee under House bill No. 4633 dealt a death blow to the 
public housing program for the fiscal year 1954 and gave crippling amendments 
to the slum clearance program 

As you no doubt know, many of our members, because of their handicaps, 
will never be able to live in decent housing, and in most instances, the public 
housing program has been their savior 

May we urge your support in the Senate in saying that the public housing 
program is continued for the coming fiscal year as recommended by our good 
comrade, President Kisenhower. , 

Thanking you for your kind assistance in this most important legislation, 
we remain, 

Respectfully yours, 
EDWARD STOLARSKI, Sr., 
Vice Commander. 
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New York, N. Y., April 23, 1953 
Senator StyLes BRIDGEs, 
Senate Office Building, Washington, D. C.: 


House vote dooms vital public housing program and sharply curtails efforts to 
assure nondiscrimination in public and private housing through drastic cut i: 
budget of Race Relations Service in Housing and Home Finance Agency. Na- 
tional Association for the Advancement of Colored People strongly urges restora- 
tion in the independent offices appropriation bill of provision for 35,000 publi: 
housing units and full budget for Race Relations Service as recommended by th: 
administration. 

WaLTreR Wuaire, Executive Secretary, 


NATIONAL CounciL or Nearo Women, INc.., 
Washington 5, D. C., April 24, 1958 
Hon. Leverett SALTONSTALL 
Chairman, Subcommittee, Senate Committee on Appropriations 
The United States Senate, Washington 25, D. C. 

My Dear Senator: The National Council of Negro Women, composed of 20 
national organizations and 94 local councils urges that the United States Senate: 

1. Restore the authorization of 35,000 new public-housing units as recommended 
by President Dwight Eisenhower; 

2. Restore the $17,450 cut from the HHFA budget for the racial-relations 
service to help advance President Eisenhower’s expressed desire for fair treatment 
of all racial groups wherever Federal funds are involved. 

3. Eliminate the provisions which would require cities participating in the 
slum-clearance and urban-redevelopment program to make large cash donations 

Our organization has consistently supported sound Federal housing programs 
We were encouraged by the passage of the Housing Act of 1949 and felt that, 
for the first time, a real coordinated effort would be made to make it possible for 
American families of all income levels to acquire decent homes. 

We have been appalled by the recent passage of bill No. 4663 in the House of 
Representatives because we know what the enactment of this drastic legislation 
will do to the families whose interests and desires we represent. 

The appropriations cuts approved by the House of Representatives would: 

1. Stop any new Federal-aided low-rent public housing for low-income families 
It will continue the housing aids for middle- and upper-income families, from 
which most Negroes are excluded. 

2. Slash $17,450 off HHFA budget for racial-relations work. 

3. Stall the slum-clearance and community-redevelopment program. 

Cities would have te pay all cash for a third of the land cost write-downs and 
would get no credit for any donation of land or expenditures for schools, play- 
grounds, and parks to serve the project. 

Slums cannot be cleared unless low-rent public housing is provided for displaced 
low-income families, over four-fifths of whom are Negroes. 

4. Wreck chances of some 60,000 more Negro men, women and children to get 
decent homes in low-rent public-housing projects. 

Over one-third of this entire program is now occupied by 85,000 Negro families 
affording some 350,000 Negroes their first chance for wholesome living. 

5. Halt employment opportunities for thousands of Negro workers in con 
struction, administration, and management of public-housing projects. 

Negro construction workers have received more than $107 million in wages 
from public-housing construction. 

Over 5,000 additional Negroes are employed in administration, management, 
and maintenance of public-housing projects. 

6. Curb racial-relations work. This service: 

Informs people about the Federal aids available to them. 

Tells private builders about the housing market among racial minorities. 

Helps to find building sites and financing. 

Fights all forms of racial discrimination in administering Federal-housing aids. 

Sees to it that racial minorities receive employment opportunities in all phases 
of housing development and administration. 

7. Destroy the hope of those most poorly housed. The 1950 census data for 
nonfarm areas show: 

Rate of doubling among nonwhite families three times greater than for white 
families. 
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Proportion of overcrowding among nonwhite families almost four times greater 
than among whites. 

One out of every 4 houses occupied by nonwhites dilapidated; only 
every 20 for white. 

The council wants you to understand that the Government’s housing programs 
have a peculiar and crucial meaning to the Nation’s racial minority families 
Not until Government influenced, aided, and supplemented private housing enter- 
prise did minority families, no matter their incomes or aspirations, have oppor- 
tunity to live to any substantial extent in other than leftover and rundown 
shelter. The private-enterprise system has produced and distributed food and 
clothing, free of racial limitations, but the shelter welfare of minority familie S, 
markedly more so than with other families, is highly subject to exercise of Federal 
responsibility in the matter of housing. 

The Negro family of low income sees in pub ic housing not merely the 
tunity for decent shelter within its budget but she Iter -protection—for its ¢ 
and their hopes in a domocratic society from the character-warping influence 
that are inevitable in the racial ghetto. 

The council has long feared that most of the families uprooted from their hon 
by slum-clearance and urban-redevelopment projects in most cities would be 
Negro families. We also feared that many of these families would need low 
housing. So we sought information as to the real effect of this program. We 
found that our fears were more than well-founded. 

The council learned that, as of January 31, 1952, 44 of the 49 title I slum projects 
under approval were, in whole or in part, predominantly Negro-occupied. In 
such southern cities as Little Rock, Norfolk, New Orleans, C hattanooga. Knox- 
ville, Memphis, Nashville, and Murfreesboro, from 60 to 87 percent of these 
families cannot pay for standard private housing even if it were available to them 
And even in other cities, such as Detroit, Baltimore, Jersey City, and Newark, 
and Philadelphia, with big programs under way and bigger ones in the making, 
40 to 60 percent of these Negro families to be displaced have low incomes and 
cannot be properly rehoused, under the law, except in low-rent housing 

Today, there are many more title I slum projects under approval and thousar 
of additional Negro families face dislocation with no prospects of proper rehousing 
These families were promised a priority of admission in public housing by the 
Congress, before the projects were formulated. 

Now that their dislocation has been arranged, is the promise to be broken by 
failure of the Congress to authorize the necessary construction? 

Negro families of whatever income level are still largely caught up in ghettoed 
slums. They are compelled to live crowded and in wornout shelter at 4 or 5 
times the rates of white families. The responsible voice and hand of Federal 
leadership has been the major influence seeking to dissolve this shameful disparity 

Only Federal-housing policies and programs hold forth any promise that on¢ 
day Negro families may have decent homes in which to live. awn Negroes know, 
too, that their stake in Federal-housing assistance is dependent upon (1) overall 
programs that are real and funds to do a job, and (2) the personnel necessary to 


-rent 


seek Government housing that elevates and does not further depress racial minor- 
ity opportunity in housing. 

Wiping out the public-housing program under the guise of reduced appropria- 
tions and cutting away at the moneys devoted to racial equalization of housing 
opportunity are full of ominous meaning to Negro families. This would be the 
beginning of the end of the key hope for minority citizens that they and their 
children might one day be permitted to live in decency in a democracy 

We request that this statement be inserted in published records of the hearings 
of the Senate Appropriations Committee. 

Respectfully yours, 
Dorotuy B. FEeEREBEE, Preside 
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Potish AMERICAN Conaress, INc., 
STATE or New JERSEY, 
Jersey City 6, N. J., April 21, 195 
Hon. Styies BrRIDGEs, 
United States Senate, Washington, D. C. 


My Dear Senator: According to our newspapers, the Committee on Appro 
priations of the House of Representatives reported the first independent offi 
appropriation bill of 1954, House bill No. 4633 and recommended that the low 
rent-housing program be stopped and also making the slum-clearance and urba1 
redevelopment program practically inoperative. 

Needless to say, this type of legislation is contrary to the administratio: 
recommendation, and virtually kills the housing and redevelopment progran 
badly needed by all the municipalities in our State. 

May we urge that you use your good office in seeing that this program 
restored and that the administration’s recommendation of 35,000 public-hous 
units be maintained 

Thanking you for your kind help in this matter, we remain 

Respectfully yours, 
Joseru 8. Tysowsk1, Presiden 


CatTHotic WarR VETERANS, 
Washington, D. C., April 22, 1953 
Hon. Styies BRIDGES, 
United States Senate, Washington, D. ( 


Dear Senator: It is inconceivable that you, as one of our representatives 
would condone the action taken by the House Committee on Appropriations for 
Independent Offices (H. R. 4633, Rept. No. 276) in stopping the construction of 
low-rent housing when there are so many veterans still in need of such housir 

Surely, you must realize that approval of such action would make it that mux 
harder on the veterans of the last war and those returning from Korea Especial 
so, when consideration is given to the possibility of cessation of hostilities 
Korea which will bring more boys home who will be in need of decent, safe, and 
sanitary housing within their means and which is not and cannot be provid 
for by private real-estate interests. 

We feel sure you will exert every effort for the continuance of the low-rent 
housing program and thereby keep faith with these veterans who have don 
much for their country 

We solicit your support for the continuance of the low-rent housing progra 
by permitting the construction of 35,000 units for the fiscal year 1954. 

Sincerely yours, 
Joun J. BACKEs, 
National Housing Chairmar 


Minirary ORDER OF THE PURPLE HEaRr?t, 
TRENTON CHAPTER 1776, 
Trenton, N. J.., April 21, 1953 
Hon. Stry.es Brivces, 
United States Senator, Washington, D. C. 

My Dear Senator: The Trenton Chapter, No. 1776, Military Order of the 
Purple Heart, is opposed to the passage of House bill No. 4633, which would 
wipe out public housing in 1954. 

Locally, we do not have enough such housing. The saturation point has not 
been reached; isn’t even in sight. 

We have 1,500 applications in Trenton. There are 159 units planned. Obvi 
ously the situation is acute in Trenton. The same must obtain in a little less or 
greater degree in all our larger cities. 

To cut or eliminate public housing at this time, is to work a hardship on thou- 
sands of families now living under slum conditions whose only hope for a decent 
place to live is in public housing. The health of their families, hence the public 
health is at stake. 

We sincerely urge you to vote to restore the public housing and slum-clearance 
provisions and oppose crippling amendments. 

Sincerely yours, 
STEPHEN M. Hamran, Commander. 





FIRST INDEPENDENT OFFICES APPROPRIATIONS, 1954 511 


Massacuvusetts State CovuncIit, 
UnitTeEp BROTHERHOOD OF CARPENTERS 
AND JOINERS OF AMERICA, 
Boston, Mass., April 22, 1953. 
Hon. LEVERETT SALTONSTALL, 
Senate Office Building, Washington, D. C. 

Dear Str: You are urgently requested to support restoration of public housing 
to 35,000 units for the coming year. 

The action of the Committee on Appropriations of the House of Representatives 
in recommending stoppage of the low-rent public housing program, in their report 
of first independent offices appropriation bill of 1954 (H. R. 4633, Rept No. 276), 
will certainly lead to large-scale unemployment in the construction trades at this 
time. 

We feel that low-rent housing is vitally needed until our less fortunate fellow 
citizens are decently housed. 

Hoping that you will give this your prompt attention, I remain 

Yours very truly, 
Haroutp CARDARETT, Secretary. 


OFFICE OF THE Mayor, 
Trenton, N. J., April 22, 19538. 
Hon. LEvERETT SALTONSTALL, 
Senate Building, Washington, D. ( 

Dear SenaTOR: According to our newspapers the Committee of Appropriations 
of the House of Representatives reported the first independent offices appropriation 
bill of 1954, House bill No. 4633, which recommended that the low-rent housing 
program be stopped, making the slum-clearance and urban redevelopment 
program practically inoperative 

May I respectfully recommend to your consideration the desirability of restoring 
the 35,000 public housing units as recommended by the administration. 

Cordially, 
Donat J. Connoutiy, Mayor. 


Mass., 
Senator Leverett SALTONSTALL, 


Senate Office Building: 


Somerville urban-redevelopment project would replace substandard housing in 
18 acres off the northern artery with modern industrial area paying $150,000 
annually in new taxes. Project strongly supported because it improves city and 
gives tax relief to homeowners. Strongly urge opposition to action House Appro- 
priations Committee, requiring local one-third cash contribution, as Somerville 
project depends on credit for supporting facilities. 


Joun M. Lynes, 
Mayor of Somerville, Mass 


Piatrspura, N. Y., April 21, 1958. 
= 
Hon. Strytes Brinces, 
United States Senate, Washington, D. C.: 
The members of the Plattsburg Housing Authority urgently request that you 
work and vote tor a restoration of public housing to 35,000 units for the coming 
year and for deletion of other crippling amendments in H. R. 4633. 


PLatTrsBurRG Hovstne AUTHORITY. 


GREENSBORO, N. (., April 23, 1953. 
CHAIRMAN, INDEPENDENT OFFICES SUBCOMMITTEE OF THE 
SENATE APPROPRIATIONS COMMITTEE: 
Urge reinstatement of funds for public housing deleted from independent offices 
appropriations bill by action of House of Representatives. 
Killing of public housing would have detrimenta! effect on housing and redevel- 
opment programs which are benefiting urban development in this State. 
Norts Caro.ina SECTION OF THE AMERICAN INSTITUTE OF PLANNERS. 


82748—53—_—-33 
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Hovustnc AuTHORITY OF THE CITy oF TRENTON, N. J 


Trenton 8, N. J., April 21, 1958. 


United States Senator Stytes BrinGces, 
Senate Office Building, Washington, D. C. 

My Dear Senator: According to our newspapers, the Committee on Appro- 
priations of the House of Representatives reported the first independent office 
appropriations bill of 1954, House bill No. 4633, and reeommended that the low- 
rent-housing program be stopped and also making the slum-clearance and urban- 
redevelopment program practically inoperative. 

Needless to say, this tyre of legislation is contrary to the administration’s 
recommendation, and virtually kills the housing and redevelopment program so 
badly needed by all the municipalities in our State. 

May we urge that you use your good office in seeing that this program be 
restored and that the administration’s recommendation of 35,000 public-housing 
units be maintained. 

Thanking you for your kind help in this matter, we remain, 

Respectfully yours, 
Witiram D. CriarkK, 
President, Tenant’s Civic Association. 


CINCINNATI, Onto, April 23, 1953. 


Hon, LEvERETT SALTONSTALL, 
Senate Office Building: 


Request that you as chairman, Senate Committee on Appropriations, place 
in the record the following statement which was authorized by Cincinnati City 
Council on April 20, 1953, elimination of urban redevelopment noncash grants- 
in-aid and cessation of low-rent public-housing prohram would stop slum clearance 
and urban redevelopment in Cincinnati. Redevelopment depends upon crediting 
portion of cost of publie works to local share of project costs. Publie housing 
is essential to meet statutory requirement in relocating families displaced by 
urban redevelopment. Urge Senate reject action taken by House of Representa- 
tives in passing H. R. 4633. 

CHaArRLEs H. Stamm, 
Assistant to the City Manager in Charge of Urban Redevelopment, 
City of Cincinnati. 





New York, N. Y., April 24, 1953. 
Senator LEvERETT SALTONSTALL, 
Chairman, Independent Offices Subcommittee, 
Senate Appropriations Committee, 
Senate Office Building: 


Housing shortage for low-income families compels continuance of public- 
housing program to provide for minimum of 35,000 units in 1954. This shortage 
particularly critical for minority families restricted from competing in private 
markets. Further, public housing has demonstrated to entire country that 
families of all races and faith can live together in harmony. Public housing is 
best answer to Cicero and other incidents rooted in housing problems. 

Urge adoption of full appropriation recommended for publie housing and racial 
relation service. This service is yardstick for all Government racial services. 

ALGERNON D. Brack, 
Chairman, New York State Committee on Discrimination in Housing. 





New York, N. Y., 
April 24, 1958. 
Senator Levererr SALTONSTALL, 
Chairman, Subcommittee on Housing, 
Senate Appropriations Committee, Senate Office Building: 

The executive board of National Association of Intergroup Relations Officials, 
an association of professional workers concerned with intergroup relations, met 
in New York on April 24 and adopted the following resolutions: 

Whereas the racial relations services of the Office of the Administrator of the 
Housing and Home Finance Agency are performing a vitally effective service in 
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developing a coordinated program to insure the participation of minority group 
families in all programs within the jurisdiction of the Housing and Home Finance 
Agency; 

Whereas the racial relations service of the Office of the Administrator is thereby 
performing vitally necessary services in eliminating inequities and consequent 
tensions attributable to discrimination in housing; 

Whereas the elimination or diminution of this service will reduce the effective- 
ness of Federal housing programs out of all proportion to the savings effected: 
Therefore, be it 

Resolved, That NAIKO hones that every effort will be made to maintain the 
budget of the racial relations service of the Office of Administrator at the 
1953 level; be it further 

Resolved, That copies of this resolution be sent to the President of the United 
States, the Administrator of the Housing and Home Finance Agency, and the 
Chairman of the Subcommittee on Housing of the Senate Appropriations 
Committee. 

CHARLES LIVERMORE, 
Chairman, National Association of Intergroup Relations Officials 


MoRNINGSIDE HetcGurts, INc., 
New York —7, N. yl Ap? l 23. 1958. 


Senator LEVERETT SALTONSTALL, 
Senate Office Building, Washington, D. C, 

DEAR SENATOR SALTONSTALL: I am attaching for your consideration a copy 
of a resolution just passed unanimously by the board of directors of Morningside 
Heights, Inc., a nonprofit organization representing 14 religious, educational, and 
medical institutions dedicated to the improvement of the Morningside Heights 
area of New York City. 

In essence, it is our belief that if the Senate upholds the House of Representa- 
tives’ scuttling of public housing, our years of planning for a better future for 
this community and for the continuing successful operation of its world famous 
institutions are seriously threatened, if not destroyed. 

We hope that your committee will stand fast in support of President Eisen- 
hower’s expressed belief that the Government should go ahead with the existing 
program. 

Representatives of our organization would be delighted to appear before your 
committee in Washington or to be of service in any way. 

Sincerely yours, 
Davip ROCKEFELLER, 
President. 


RESOLUTION IN SUPPORT OF THE ADMINISTRATION’S Hovusinac PRoGRAM 


Whereas the administration has recommended the construction of 35,000 public 
housing units throughout the country for the coming fiscal year (July 1, 1953 to 
June 30, 1954); and 

Whereas the House of Representatives has voted on the independent offices 
appropriation bill, recommending the elimination of any further construction 
under the Federal Public Housing program, and 

Whereas the Moringside Heights Housing Corp., a redevelopment company 
sponsored by Morningside Heights, Inc., has entered in good faith into a contract 
with the city of New York, following the execution of an agreement between the 
city and the Federal Government, after expenditure of more than quarter of a 
million dollars on the development of the Morningside-Manhattanville title I 
housing project; and 

Whereas the successful clearance of the site of this project depends on using the 
provisions of the United States Housing Act of 1949, under which title I site 
tenants who meet the eligibility requirements are given top priority for relocation 
in federally-aided public housing projects, and 

Whereas General Grant Houses, the public housing project to be built in the 
area directly north and east of the Morningside-Manhattanville title I project 
is planned to aid directly in the clearance program, and 

Whereas the construction of General Grant Houses will be prevented if the 
independent offices appropriation bill, as voted by the House of Representatives, 
becomes a law, and 
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Whereas the contract between the city and the Morningside Heights Housing 
Corp. provides that in the event the land required for General Grant Houses 
cannot be acquired because of the unavailability of funds under the existing 
contract between the New York City Housing Authority and the Federal Goverr 
ment, then the contract between the city and the redevelopment company will 
become null and void: Therefore be it 

Resolved, That Morningside Heights, Inc., a nonprofit organization representing 
14 educational institutions, hospitals, and churches in the Morningside Heights 
area dedicated to the welfare of the community, places itself on record in opposition 
to those provisions of the independent offices appropriations bill, voted by the 
House of Representatives, wiping out the Administration’s housing program, 
essential if commitments already entered into in good faith between the Federal 
and municipal governments are not to be repudiated. 


UNIVERSITY OF RuopeE ISLAND, 
Kingston, R. I., April 27, 1953. 
Hon. Srytes BripGeEs, 
United States Senate, Washington, D. C. 


Dear SENATOR BrinGes: I regret I was unable to appear at the hearings on 
the college housing loan program last Saturday. I came to Washington on 
Friday to testify for the Association of Land-Grant Colleges and Universities that 
afternoon, but because of the postponement had to return without doing so. 

As set forth in the memorandum I left for the record, may I express the hope, 
both on behalf of the University of Rhode Island and of the other land-grant 
institutions, that the restrictions on the use of the college housing loan fund in the 
independent offices appropriations bill, as passed by the House, be removed by 
striking out the passage in lines 3, 4, 5, and 6 on page 21. Our reasons may be 
summarized as follows: 

(1) The fund is meeting an urgent need, particularly in providing replacements 
for the wornout temporary war surplus housing provided under the Lanham Act 

(2) It has no connection with the veterans program, but will help in meeting 
demands for the Korean veterans’ education. 

(3) It is costing the taxpayer nothing. It is a loan, not an expenditure, and 
the Government actually makes a profit above the cost of administration. 

(4) State supported institutions like the University of Rhode Island have 
based their plans on using this fund; and, with most of this year’s legislatures 
adjourned or about to adjourn, would be delayed another year or two in securing 
the necessary enabling legislation if obliged to adopt an alternative plan. 

By continuing to make the fund available for its original purpose, you will 
contribute substantially to the ability of our colleges and universities to meet 
the demands for educational service which are being placed upon them. 

Sincerely, 
Cart R. Woopwarp, President. 


STATEMENT OF THE CouNcIL FoR SocraL ACTION OF THE CONGREGATIONAL 
CHRISTIAN CHURCHES 


Mr. Chairman and members of the committee, the Council for Social Action of 
the Congregational Christian Churches appreciates this opportunity to urge, on 
the record, that the request of the administration for funds to carry out vital 
housing programs for the coming year be approved by your committee, and adopted 
by the Congress. 

The Council for Social Action is composed of a board of 18 persons elected by 
the general council of the Congregational Christian Churches which:is the repre- 
sentative body of over 6,000 churches and 1,100,000 members. The Couneil for 
Social Action has been given the responsibility by the general council of helping 
the individual churches make the Christian gospel more effective in society in 
the areas of international relations, race relations, and economic affairs. Accord- 
ing to our policy each individual church and each national board speaks only for 
itself. 

The Council for Social Action has long supported the low-rent public housing 
program, slum clearance and redevelopment, housing research, and other vital 
portions of the Housing Act of 1949. We have protested continuing efforts in 
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years past to whittle the program down to a meaningless declaration of policy. 
Action by the House of Representatives in the passage of H. R. 4663, to completely 
emasculate these social gains is in our opinion an affront to our democratic way of 
life. 

The elimination of slums is Christianity in action. But it is meaningless unless 
adequate shelter in decent neighborhoods is supplied for families of low income 
who are dispossessed. To call for such action in the name of “‘economy”’ is to 
sponsor tragic human and money costs in the long run. Instead of destroying 
hard-won gains, we look forward to the day in the near future when the low-rent 
housing program can progress at the rate of 135,000 new homes a year which was 
called for in the Housing Act of 1949. 

However, it is recognized that the administration requests an opportunity to 
restudy the entire question of housing. It is a reasonable request. But while 
the study moves ahead, vital housing programs should be continued at the 
minimum level recommended by the administration. 

Specifically we urge the Senate Committee on Appropriations to reinstate the 
number of low-rent homes for the coming fiscal year to 35,000. We urge that 
crippling language regarding slum clearance and redevelopment be deleted. We 
ask that administrative funds be reinstated to permit a continuation of housing 
research and of the Office of the Assistant Administrator of FHA for Housing 
Cooperatives. 

The Council for Social Action of the Congregational Christian Churches places 
great faith in your committee and in the Senate. We believe that you will take 
steps that are necessary to correct the great wrong that was voted by the House 
of Representatives. We urge with all of the persuasion at our command that 
you approve, and do all in your power to have enacted, the recommendations of 
the administration on this vital question. 


Crtry or SAGINAW. 
‘ ch., April 20, 
Hon. Homer Ferauson, 
United States Senate, Washington, D. C. 


Dear SENATOR FerGuson: This acknowledges receipt of your telegram telling 
of the action of the House Appropriations Committee which proposes to eliminate 
appropriations for public housing from the forthcoming budget. In order that 
you may have the benefit of a better insight into the Saginaw situation, I will 
attempt to give you a brief outline of the history of the past and present efforts to 
provide publie housing in Saginaw. 

To begin with, the Saginaw Housing Commission was organized in 1947 s 
quent to agitation by certain groups in the city for inclusion of a 20-unit hon 
project for racial minority veterans along with the 20th Street housing sit 
veterans project). There appeared to be considerable difference of opinion at tha 
time as to whether these two projects should be intermingled, and the Council 
decided to activate the Housing Commission to see what could be done about the 
housing problem in gereral. 

After its organization the commission took over the operation of two Federal 
war housing projects on a lease basis for the sole purpose of gaining experience in 
the operation of the new low-rent housing projects for which the housing com- 
mission intended to make application. Thereafter, the commission hired archi- 
tects and engineers and worked up preliminary plans for a housing project consist- 
ing of 1,292 units to be located on land adjacent to the intersection of Sixth Street 
and the Saginaw River. The terms of the Housing Act in force at that time were 
such that the city did not have enough money to proceed, so nothing concrete was 
accomplished until Congress passed the Housing Act of 1949. Thereupon the 
city filed an application for a low-rent project consisting of 265 units. 

From this time until the fall of 1951 there was a continuing debate between the 
housing commission and the Public Housing Administration regional office as to 
whether or not the proposed Sixth Street site was an acceptable one. This debate 
generated considerable bitterness, along with newspaper publicity which was not 
favorable to either the city or the PHA. Ultimately, when the PHA refused to 
approve the site, the housing commission selected a new site in the vicinity of 
14th and Norman Streets and amended their application to provide for 236 units 
of low-rent housing. At that time the regional office of the PHA assured the city 
that it would give the Saginaw project a high priority in an attempt to make 
amends for the poor relationship which had previously existed. 
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The housing commission then prepared a new development program, which wa 
approved by the Public Housing Administration, and on January 13, 1953, th« 
President approved a total advance to the Saginaw Housing Commission ot! 
$459,000, which was presumed to be sufficient to last the commission until suc! 
time as the project was placed under construction and bonds were sold (th 
approval was on PHA list No. 389). Subsequent to this approval, the housing 
commission has made application for the immediate advancement of $234,144 
which would be used to consolidate previous advances made by the PHA and also 
to pay architects’ fees and purchase land for the new site. This advance ji 
expected daily. 

The property involved has been appraised, and of the 47 parcels, 10 have bee: 
optioned. Because there is some difficulty in obtaining options to the rest of th 
property, suit has been started in circuit court to condemn all of the parcels. At 
the same time the architects are proceeding with the final plans, and within 2 o1 
3 months, they will be in such shape that bids can be taken. 

I am sure you understand how the people in Saginaw will feel after all of th: 
trouble they have experienced in recent years if the project should be stopped by 
reason of failure of Congress to make the required appropriations for completio: 
I believe I represent the sentiment of our people quite fairly when I say that we 
are all in favor of the efforts of the national administration to economize to thi 
end that the national budget may be balanced and taxes reduced. We are doubt 
ful, however, if meat-ax economy is the best answer in the present case. It seem 
to us that since the Government will have invested more than one-quarter of a 
million dollars in this project, which it can only recapture from rent revenues after 
the project is built, it might actually develop that it would be cheaper to complete 
it than to stop it. 

We have been somewhat encouraged by various newspaper releases which quote 
Mr. Cole, the Administrator, as stating that the administration will recommend 
a 35,000-unit housing program for the coming year. If the attitude of the admin- 
istration is correctly represented, it seems there might be a chance that final 
Senate and House agreement will be reached at some figure which would enable our 
project to be included. In this connection, we note that last year the House 
recommended 5,000 units, the Senate 50,000, the administration 75,000, and the 
figure of 35,000 was finally decided upon as a compromise. 

I hope the foregoing has not been of such length as to make it laborious reading, 
but it is impossible to cover such a long and involved subject in any other way. 

I want to thank you very much for the attention you have given to our problem, 
and I assure you that we are anxious to furnish you with all necessary information 
so that you may be completely informed. 

Sincerely yours, 
C. A. Mituer, City Manager. 


New York, N. Y., April 28, 1953 
Senator Leverett SALTONSTALL, 
Senate Office Building, Washington, D. C.: 

The American Jewish Congress strongly opposes cuts in the Federal housing 
program that would halt public housing, cripple redevelopment housing, and cut 
in half the race relations staff of the administrator’s office. Severe racial and 
religious tensions of recent years have stemmed directly from the combined 
pressure on minority groups of housing shortages and discrimination by private 
builders. Public housing programs have given some relief by opening limited 
number of apartments to families that face racial and religious discrimination 
in private housing market. In addition, many housing projects have given 
excellent demonstration of feasability of nonsegregated, democratic communities 
Death of this program would place minority families entirely at the mercy of those 
who have tended to keep them apart in racial ghettos. This would greatly 
increase intergroup tension and create serious danger of large scale outbursts of 
violence. Earnestly hope your committee and Senate will restore appropriation 
cuts made by House of Representatives and insure continuance of effective 
Federal housing programs urged by President Eisenhower. 


HerRMAN L. WEISMAN, 
Chairman, Commission on Law and Social Action, American Jewish Congress. 
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WasHINGTON, D. C 
Senator LEVERETT SALTONSTALL, 
Senate Office Building, Washington, D. C. 


HONORABLE Srr: April 17, 1953, was indeed a black Friday for that segment 
of our population comprised of families of lower incomes who benefit under the 
Federal low-rent public-housing program. For on that day the House Appro- 
priations Committee took steps to abolish that program and thereby caused much 
mental, social, economic, and spiritual confusion and unrest in the people of the 
United States in the name of economy. The amount of the so-called savings 
will be greatly offset by the incidents of crime, disease, and other ills against 
society as a result of the confusion and unrest caused by the cutting out of the 
housing program it is with much regret that we note the unwise action ofthe 
House Committee. We therefore earnestly implore you to weigh carefully the 
fostering of the evils as result of this cut and that you do everything in your 
power to restore the cuts affecting the low-cost housing program 

Respectfuily, 
Everett L. Epmonp, 
Chairman, Housing Committee Federation of Civic Associations, 


In re public housing. 
Senator StyLes BripcEs, 
Chairman, Appropriations Committee, United States Senate. 
(Attention, Mr. Earl Cooper.) 

The following is a resolution of 1,000 people living in Columbus, Ohio, in refer- 
ence to a public-housing project planned in Columbus. 

“We, the residents of St. Mary’s Gate Addition, a suburb located in Columbus, 
Ohio, through our president, Paul R. Lindimore, and our board of directors of the 
St. Mary’s Gate Addition Property Owners’ Association, do object to the erection 
of further public-housing projects in our city and more specifically, in our immedi- 
ate neighborhood. Our position is taken not only because of the methods used by 
the local authority in proceeding with the planning of the project, methods whereby 
attempts were made to keep all matters from public knowledge and to inexorably 
force the will of the authority upon the citizens of Columbus, but also because of 
the administrative waste evident in the local operation whereby a development 
expenditure of $2,200,413.50 for 426 units resulted in a net profit per unit between 
1940 and 1951 of $3.54. Because of a referendum petition filed in respect to this 
project, we feel that we are speaking for at least 10,000 other citizens of Columbus.”’ 

tespectfully, 
Paut R. LinpIMorE, 
President, St. Mary’s Gate Addition Property Owners’ Association. 


CurcaGco, Itu., April 24, 1953. 
CHAIRMAN APPROPRIATING COMMITTEE, 
United States Senate: 

As a private educational institution we urge your committee to consider retain- 
ing the college housing loan program. In essence this is a loan program with all 
Government money returned and the elements of outright subsidy are debatable. 
Under this program private colleges can finance housing on a basis comparable 
with tax-exempt financing of tax-supported institutions. Our institution has 
proceeded on the assumption funds would be available and has incurred costs on 
projects which cannot be financed privately. The need for college housing will 
become acute in years immediately ahead. 

Ixtuinots InstTiITUTE oF TECHNOLOGY, 
R. J. Speatu, Vice President. 
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BRONXVILLE, N. Y., April 23, 1953. 
Senator LEVERETT SALTONSTALL, 
Senate Office Building, Washington, D. C. 

Action of House of Representatives on public housing threatens a staggering 
blow to American cities. Here in New York we would lose even units like 
General Grant housing project on which long labor has been expended. All 
preliminaries arranged and contracts signed with Federal Government. We are 
counting on the Senate to undo this tragic folly and restore 35,000 housing units 
for coming year. 

Harry Emerson Fospicx. 


CoLUMBIA UNIVERSITY IN THE CiTy OF NEW YORK, 
April 23, 1953. 
Senator LEvereTT SALTONSTALL, 
Senate Office Building, Wash-ngton, D. C. 

Dear Senator: May I say that I very much hope you and other Senators 
will reverse the recent action of the House of Representatives and will save our 
public housing program of a minimum of 35,000 units for the coming year. It 
seems clear to me that in the present erisis we cannot fight communism effectively 
unless we sacrifice a good deal, not only for military defense, but in order to 
secure decent living conditions for our own poor and underprivileged. 

Respectfully yours, 
Raupu L, Rusk. 


New Haven, Conn., April 22, 1953. 
Senator LEVERETT SALTONSTALL, 
Senate Subcommittee on Appropriations, 
Senate Office Building, Washington, D. C. 

Urge your opposition to elimination from FHA of section 213 on cooperative 
housing, without subsidy and with fees to cover administrative costs 229 projects 
providing 38,574 dwelling units have been erected or started under section 213 
subsidy for public housing may be debatable but encouraging individual owner- 
ship through group action without subsidy should have universal support. 

Rosert L. Surrs, 
General Manager, Co-op Consumers of New Haven. 


New Haven, Conn., April 28, 1958. 
Senator LEVERETT SALTONSTALL, 
Chairman, Senate Subcommittee on Appropriations, 
Senate Office Building, Washington, D. C.: 

We believe that elimination of the position of Assistant Commissioner for 
Cooperative Housing together with Deputy Assistant Commissioner and staff 
would make proper servicing of growing number of cooperative housing projects 
unsatisfactory. Since this department has been not only self-supporting but 
income producing within FHA its elimination can in nowise be justified on 
grounds of economy. We therefore strongly urge your opposition to this cut. 

Kate H. Keere, 
Secretary, Store Committee, Hamden Co-op. 


Superior, Wis., April 24, 1958. 
Hon. Senator Strtes Bripcss, 
United States Senate Building, Washington, D. C. 

The 75,000 families in our cooperatives expect the continuance of section 213 
of the National Housing Act on this self-liquidating program costs our Govern- 
ment nothing. We urge your effort on the Subcommittee on Appropriations 
toward continuing this needed program. 

J. W. Kosk1, 


Manager, Central Coopevative Wholesale. 


(Whereupon, at 12:50 p. m., Saturday, April 25, 1953, the subcom- 
mittee adjourned to reconvene at the call of the Chair.) 
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